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EVERY OTHER SATURDAY 
HEREAFTER 


EGINNING with the issue of Jan. 23, 1915, THE MAGAZINE OF WALL 
STREET becomes a bi-weekly, and will reach subscribers and be for sale 
on newsstands every other Saturday. The price to subscribers remains the 

same, $3.00 a year, although they will receive 26 numbers yearly instead of 12. 
Price on newsstands, 15 cents a copy. 

The general policy of the magazine will be unchanged. Our effort is to make 
a live, up-to-date, independent, reliable, comprehensive and practical investment 
publication, and to deal thoroughly and authoritatively with every subject we 
take up, but without wasting words. 

Founded in 1907, this magazine has grown steadily in size and in circulation 
during one of the most unfavorable periods that investment interests have ever 
known. We are confident of the continued approval and patronage of the invest- 
ment public, and shall spare no effort to give our readers the best obtainable in 
every department. 

Aside from the greater quantity of matter that this change will enable us to 
include during the year, the principal advantage of the bi-weekly form will be 
that practically everything in the publication can be made more timely. In 
dealing with investments this is often important. 

We have a large circle of friends who have read this magazine religiously 
since Vol. 1, No. 1, and have preserved the bound volumes on their book shelves. 
We know they will congratulate us upon this latest improvement, and we take 
opportunity to wish them and other readers health and prosperity for 1915. 


THE MAGAZINE OF WALL STREET. 
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What Thinking Men Are Saying | 


Investment and Business Conditions as Seen by 
Financial Leaders 











Capital Must Get 
Its Wages.—Hill. 


HE Stock Exchange has reopened 
with a whoop; the investor has 
reappeared aggressively in the 
markets for securities; money 

rates have fallen to normal figures, the 
lowest since the war began, and with a 
prospect of still further ease; all clear- 
ing house certificates have been retired 
by the New York banks; and the 
emergency currency is being called in far 
more rapidly than had been expected. 
All exchanges are doing business again 
at the old stand, under only moderate re- 
strictions ; a large number of war orders 
are being received from Europe; iron 
men report an improving demand—in 
short there is a general atmosphere of 
returning cheerfulness. But James J. 
Hill recently pointed out to the Rochester 
Chamber of Commerce what he regards 


as another essential to continued pros- 
perity: 

The main outlines of the present business 
situation are clear. This country may enter, 
if it will, certainly after the close of the 
European war, and probably much sooner, 
upon a period of remarkable prosperity. To 
it will be given the task of providing for a 
time for the maintenance of a considerable 
portion of the world’s population and in- 
dustry. 

This great and continued demand on us 
should be the guarantee of a corresponding 
prosperity. It would be so if no artificial 
conditions intervened. But, to realize this, 
both capital and business initiative must 
have reasonable freedom. he enormous 
destruction of wealth, the continuous rais- 
ing of the interest rate, all foretell new and 
difficult conditions for American enterprise. 

Years ago the share of the laborer in pro- 
duction may have been under-valued or 
ignored. Now it is the fashion to overlook 
or deny the part of capital. And both mis- 
takes are costly. For new plants will not 
be built, raw material will not be bought, 
wages cannot be paid unless capital is ready 
in sufficient quantities to perform the func- 
tions that are possible to it alone. It will 
only do this on two conditions, both im- 
perative. Capital desires and expects to 
earn at least a reasonable profit, or else it 


hides and refuses to work. There is no rea- 
son why it should take the risks present in 
even the most conservative employment un- 
less there is a possibility of commensurate 
profit. That possibility, too, must have a 
promise of continuance sufficient to make it 
worth while to go into the enterprise at all. 

If capital is not available in quantities or 
on terms that the work of the country re- 
quires, business can only go from bad to 
worse until a new economic equilibrium is 
established by the force of disaster itself. 

The condition of the railroads of the coun- 
try at this time is typical. They have been 
compelled to appeal again and again for 
relief from regulation that is crushing the 
life out of them. 

Our progress toward a centralized pater- 
nalism is so marked and has gone so far that 
the middle-of-the-road Socialist has little 
reason to complain that his party has not 
already secured a majority. Under laws 
passed at the last session of Congress, most 
corporate business in the United States is 
under direct Federal control. 


THE STOCK EXCHANGE AS THE TRAFFIC 
COP. 
—New York Evening Sun. 
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The first and indispensable requirement is 
a respite from attack of at least a few years 
for the business interests of the country. 
So great are its recuperative powers that 
probably one or two years of complete free- 
dom from foreboding as well as from assault 
would accomplish great things for all in- 
dustry. 

A. B. Leach, the investment banker, 
emphasized the same point in a recent 
interview : 

We are fast becoming an overgoverned 
country. We are creating bureaus and com- 
missions and filling them with $5,000 a year 
men to tell the $50,000 a year heads of our 
corporations what to do and what not to do. 
The best government in the world never 
had a monopoly on honesty, integrity and 
efficiency, and this country would prosper 
more if it hampered business less. 

* “Ss * 


Brighter Hopes 
for the Year 1915. 


[’ November, the bank clearings of the 

entire country were about 20 per cent. 
less than last year. New York, owing 
to the closing of the Stock Exchange, 
showed the biggest decrease. Outside 
New York the decrease was about 10 
per cent. The first half of December has 
shown improvement, the falling off from 
last year being about 15 per cent. for the 
whole country and about 7% per cent. 
outside New York. 

John Hays Hammond, now Chairman 
of the Industrial Etonomies Department 
of the National Civic Federation, believes 
that January will be the turning point for 
revival of industry: 


Business throughout the United States is 
improving, and the conviction that a fur- 
ther advance towards prosperity will be 
made in the next few months is widespread. 
In many fundamental lines, such as rail- 
roads, iron and steel and lumber, conditions 
were extremely unfavorable before the out- 
break of the European war, and industries 
generally were depressed. By its first ef- 
fects on the money market the war intensi- 
fied this general situation for a time, and by 
restricting exports, particularly of cotton, 
copper and some other products, it dealt a 
serious blow to such interests, which re- 
acted upon the whole industrial fabric; but 
improvement in financial conditions and the 
resumption of exports have been followed 
by signs of improvement in many quarters. 
The resumption of normal business activi- 
ties must be gradual and the unusually large 
number who are now unemployed will find 
work slowly. 

Stress is laid by many correspondents on 
the general belief that domestic conditions 
will show a decided improvement after Jan- 
uary 1, a point which was made by Sir 


ARE SAYING. 








THE PESSIMIST IN DANGER. 
—Spokane Spokesman-Review. 





George Paish upon his return to England 
a few days ago. This is partly due to the 
belief that by such time the Federal Reserve 
system will be in fuller operation. Knowl- 
edge of the accumulation of money awaiting 
investment, and belief that the most badly 
hit trades, such as cotton, will be decidedly 
better off by that time, also contribute. 


Sir William Van Horne, President of the 
Canadian Pacific Railroad Company: Un- 
questionably things are on the mend. Evi- 
aiences of this are becoming more apparent 
each day, and I look for a big revival in 
business in the not distant future. 

Primarily, I should say this country is 
bound to benefit tremendously by the Euro- 
pean war. The effects of this are already 
being felt in the constant demands on the 
agricultural and manufacturing resources of 
the United States. 

This demand has just about started. It 
is bound to grow as the needs abroad be- 
come more urgent. Therefore the future 
for business and for better times here is 
bright, and this outlook cannot fail to im- 
press any business man who tries to keep 
in touch with current events. 

Conditions in Canada are somewhat sim- 
ilar to those in this country. 


Charles M. Schwab, President of the 
Bethlehem Steel Corporation: For several 
years I have been rather pessimistic as to 
business conditions throughout the world, 
and especially in the United States; but now 
I am free to say I believe we are on the 
threshold of a great change. 

I am convinced that we are about to enter 
upon an era of a great business revival and 
that the depression which has hung so 
heavy upon us for several years past has 
reached the end. : : 

There is, I fear, a mistaken impression 
as to the extent contracts for war supplies 
play in the upbuilding of our trade. They 
are scarcely of significance in the bigger 
prospect that is offered to our view. heir 
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volume is not sufficient to justify serious at- 
tention. There are but few materials we 
are in a position to supply without contra- 
vening international law. tt will be through 
the main body of our commerce that the 
good times will be brought back and our 
period of depression ended. 

The general belief that President Wilson 
can be trusted to see that business is given 
a fair chance to expand along natural lines 
without hindrance from too many new and 
untried laws, the operations of which can- 
not be foretold even by their authors, has 
had a good effect in giving a feeling of 
security to the business community. This 
means much in the present situation where 
close co-operation is necessary to get over 
the shoals. 


a Cornish, Vice-President of The Na- 
tio Lead. Company: We are obtaining 
considerable new business because of the 
war. We hope to hold some of this trade 
after the war is over. 

A war demand is necessarily short lived. 
It gives unusual business in some lines and 
destroys the business of others. After the 
war, the armies of Europe will be disbanded 
and out of employment, probably resulting 
in lower wages there than ever before and 
— a large migration to the United 

tates. The demand for all products sold 
by the United States in Europe will be very 
much decreased. This is a time when great 
opportunities are offered Amierican business, 
and also a time when it is necessary to 
guard against mistakes. 

The great gain to the United States from 
the war, in my opinion, may be summarized 
as follows: 

1. Our own people are buying back our 
own stocks and bonds at about 25% less 
* than they are worth. 

2. Neutral countries like South America 
are becoming familiarized with our prod- 
ucts in a way that was impossible under 
normal conditions and much of the business 
so obtained will be permanent. 

3. The exceptional activity in many in- 
dustries that are supplying the war require- 
ments of European nations is stimulating 
industry in those lines and supplying our 
people as a whole with funds with which to 
pay for our stocks and bonds now being 
returned to us. 


President Lamont, of American Steel 
Foundries Co.: I can see no change with re- 
spect to business conditions as shown in the 

st several weeks. The financial situation, 

owever, is manifestly improving in senti- 
ment and is better generally. 
* * a 
“Big Business” and 
Public Now Hobnobbing? 
EO. OTIS SMITH, Director of U. S. 
Geological Survey, has just delivered 
an address before the American Mining 
Congress entitled “Why Optimism?” in 
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which he expressed what is doubtless the 
administration’s view of the relations be- 
tween the public and the big corporations. 
It differs from J. J. Hill’s view as quoted 
above. Mr. Hill wants to see cordial re- 
lations established. Mr. Smith thinks 
they have already been established: 

Today the financial horizon is so nearly 
cloudless that the prophets of bad weather 
have little upon which to base their predic- 
tions. The new federal banking system 
makes the money reserves mobile as never 
before, and extensions of credit is now pos- 
sible, without the veto power remaining in 
the hands of a small group of big men. 
Still another reason for belief in business 
betterment is the recognition, now becom- 
ing widespread, of the general interde- 
pendence of big business and the general 
public. On the one side, the people are 
realizing that they are and have been in 
reality the silent partner in big business, 
and now that there has come the promise 
of some regulation that will in large part 
prevent monopolistic centralization, the peo- 
ple are interested in getting their share of 
returns that can come only with operation 
at a profit. On the other hand, the man- 
agers of the large corporations, the trustees 
of the investing public, are beginning to see 
that a certain financial security goes with 
public confidence, and that the attitude to 
the public so tersely expressed 30 years ago 
by a pioneer in railroad financing does not 
pay dividends today. 

* * “ 
Differing Views 
on Investments. 
JS spite of the broadening of the invest- 
ment demand, the total is still of smal! 
proportions compared with periods of 
activity. When you start from zero you 
can broaden out considerably without 
reaching very large figures, and the in- 
vestment demand, while not quite down 
to the zero point, was uncomfortably 
small for three months after the war be- 
gan. But the general feeling is that de- 
mand will grow in this country and that 
prices will continue to improve if we are 
not squelched by foreign sales. 

A prominent German banker recently 
in this country very pertinently remarked 
that the best way to prevent German 
liquidation was to make securities worth 
more by giving the railroads a fair. deal 


‘on rates and ceasing government attacks 


on corporations. 


National City Bank of Chicago: People 
will have a good deal of money to reinvest, 
however, after the semi-annual disburse- 
ments have been made. The public is more 
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heavily interested in the bond market than 
it was a month ago before the test of the 
“over the counter” trading indicated the 
real strength of the investment inquiry. 
High-grade bonds are still available at prices 
which ought-to attract conservative invest- 
ment support. It is probable, however, that 
the story of other years will be repeated in 
that the public will buy later on securities 
in large blocks at much higher prices than 
could be obtained today. is attitude of 
the investor is the same the world over at 
times when conditions have been unsettled. 
But there is no reason why the investing 
public should not take advantage of the 
relatively cheap prices for high-grade bonds 
which now prevail. Nothing has happened 
to jeopardize the safety of these securities 
or to seriously threaten the earning power 
of the properties behind them. 


Hayden, Stone & Co.: There is one ex- 
cellent reason why there should be a ten- 
dency to purchase securities, and that is 
because the easiest way at the moment of 
employing money is in the stock market 
and a tremendous amount of money must 
have accumulated. The country is probably 
more thoroughly liquidated than at any time 
since 1893; it is something of a paradox, but 
nevertheless true; that money accumulates 
by far most rapidly in hard times; people 
save when they have to, or when they feel 
poor. Money that a year ago was going 
into luxuries is now going into investment, 
or, to speak more accurately, being laid 
aside for investment. 

Thus, once again, the country has worked 
around to the starting point in the cycle 
of events that must take place every few 
years, particularly in a growing community. 
First, money is saved; then the savings are 
invested. The funds for construction and 
expansion are thus provided; the building of 
new enterprises and the enlargement of old 
takes place. Generally, this goes to an ex- 
treme; too much liquid capital is converted 
into fixed. Then must ensue a period of 
liquidation and a new start must be made. 
Perhaps, in this instance, the analogy is not 
fully complete; certainly there has not been 
the building of new railroad mileage the 
last few years that usually accompanies a 
period of expansion, but much the same ef- 
fect has been produced, economically, by 
a dissemination of quick assets in other 
directions. 

Now we have passed through the final 
period of liquidation, not only of investment 
and commodities, but even of labor, and are 
in splendid shape to make a new start. It 
is true that this start will be made under 
unprecedented conditions and cannot be ex- 
pected to proceed as smoothly as it would 
under ordinary circumstahces. 


On the other hand, there is certainly a 
good deal of “boosting” and “sunshine” 
work being done by the newspapers and 
by all who are in a position of influence. 


MEN ARE SAYING. 
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CONVALESCING, 
—New York Telegram. 





Many would consider it unpatriotic to 
take any other position now. Ballard & 
McConnel, of Pittsburg, speak a word of 
caution: 

The favorable side of the situation has 
been greatly exaggerated. Everybody is so 
hungry for business after the long suspen- 
sion of the market as to ignore entirely the 
unfavorable, or at least the uncertain, fac- 
tors in the situation. It seems to us that 
no one who has yet spoken or written for 
publication has manifested any real appre- 
ciation of the tremendous disturbance that 
is taking place in financial, commercial and 
social affairs as a result of this war. Every- 
body seems to act as though it were merely 
a horrible nightmare. We feel that the time 
for caution has not yet passed and that the 
investor should not be carried away with the 
first sign of improvement in sentiment. It 
will be more profitable to wait for sentiment 
to be backed up by actual developments of 
a favorable character. 

* * + 


Gold Exports Not Now 
a Threatening Factor. 


WHEN the war began we had to hold 
; on to our gold with both hands to 
keep Europe from grabbing it away from 
us. That condition is now a thing of the 
past. Purchases of supplies in this coun- 
try have nearly balanced off our indebted- 
ness resulting from foreign sales of our 
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securities, and our new Federal Reserve 
system has lessened our need for gold. 
Says the National City Bank, New York: 


On the face of the situation, it looks as 
though an extensive shifting of securities 
and of gold would have to occur. But un- 
der all such disturbing conditions, the busi- 
ness world tends to find its equilibrium, and 
usually comes nearer doing so than appears 
possible on the first view. There are fac- 
tors in this situation which do not immedi- 
ately appear. In the first place, an impor- 
tant part of these enormous expenditures 
must be made in neutral countries, and par- 
ticularly the United States; and even where 
the expenditures are not directly made 
abroad, they will affect foreign trade in a 
as 4 tending to restore the balance. 

gain, gold is of no use in carrying on a 
great war, except as a means of paying the 
bills, and it is not wanted for that purpose 
at home. Gold is wanted for payments away 
from home where nothing else will answer. 
There is always a scramble for gold in 
preparation for war, but it would be some- 
thing new in the world for nations to go on 
accumulating gold while engaged in war. 


.They accumulate their hoards in peace and 


disburse them in war. If England should 
prove to be an exception to this rule, it will 
be because of her fixed income from invest- 
ments abroad, but the other countries can 
hardly avoid losing gold, which, if it does 
not come direct to the United States, will 
o, at least in part, to London for New 
ork’s credit. Russia is now a heavy buyer 
in the United States and her purchases will 
increase, for her large trade with Germany 
is cut off. Already the Imperial Bank of 
Russia is making heavy shipments of gold 
to the Bank of England, some $50,000,000 
since the war began, and the former still 
holds approximately $750,000,000. It is evi- 
dent, therefore, that the Bank of England 
does not have to rely upon the United 
States to replenish its gold reserves, and 
the United States does not necessarily have 
to liquidate its London debts with gold. 


* o8 * 


Copper Now Up 
Two Cents a Pound. 


O’N E of the most encouraging features 

is the prompt recovery in the price 
of copper. A few weeks ago this in- 
dustry was entirely enveloped in gloom. 
But with production cut down 50 per 
cent., the domestic demand has taken care 
of the supply in spite of the tremendous 
drop in copper exports. The Engineer- 
ing & Mining Journal thus summarizes 
the history of recent months: 


Some very substantial buying began in 
the latter part of October, when already it 
looked as if daylight were ahead. The in- 
terruption to the export business, which 
happened suddenly at the beginning of No- 
e 
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vember, cast a new shadow over the field, 
but as things turned out, this proved to be 
simply an excellent test of the soundness 
of things. Copper was in fact in the posi- 
tion that producers would rather keep the 
metal than sacrifice it. When manufacturers 
became convinced that the producers meant 
what they said and that there. were not go- 
ing to be any “bargain counters,” they be- 
gan to buy in earnest and congratulated 
themselves that they were getting copper 
at less than 12c., which was quite bargain 
enough. With these circumstances the price 
for copper rose rapidly, so much so that it 
was laid to “speculators” by some skeptics 
who must always have a manipulative rea- 
son for everything. In fact, there is never 
any considerable speculation in the domestic 
copper business. The producers sell in the 
main to the manufacturers who are going 
to use the copper and are quite averse to 
selling it in any other way. 

The porphyry producers have exhibited 
their ability to operate their mines on half 
scale without increasing their cost of pro- 
duction per pound of copper. Thus there 
is in prospect a resumption of dividends, if 
not at the old full rate, at least at a partial 
rate. 

It must be remembered, however, that the 
improvement in copper, satisfactory as it 
has been, reflects the conditions in the in- 
dustry upon the basis of a 50% curtailment 
of production. It would be fatal to the wel- 
fare of everybody if any important producer 
should become minded to do anything other 
than to remain curtailed. 


*k * XK 


Renewed Buying 
in Pig Iron. 


ONE great factor in favor of early im- 
provement in the steel business is 
that there is now nothing to liquidate. 
When the panic of 1907 struck us steel 
production was greatly over-expanded ; 
but the war collapse of 1914 found the 
industry already dragging along near the 
bottom. Moreover, no branch of the 
steel-consuming trades was over-ex- 
panded. The railroads had not been buy- 
ing, manufacturers’ requirements were 
light, building construction was below 
normal. Iron and steel prices were in 
a position where they could rise a good 
deal on an improved demand, but it was 
a physical impossibility for them to de- 
cline very much. President Farrell of the 
U. S. Steel Corporation says that indus- 
trial conditions will soon improve and 
the end of the depression is in sight. 
Evening Post: The pig iron buying move- 
ment is still in progress, but is not as active 


as a fortnight ago. From all appearances 
to date, this is a minor, and not a major, 




















pig iron market, and is prompted largely by 
the calendar, by expiration of many old 
contracts, and by a conclusion on the part 
of many buyers of Northern iron that bot- 
tom was reached by the exceptional and 
special prices quoted by a number of pro- 
ducers. What is conspicuously lacking in 
the pig iron buying movement is pronounced 
activity in Southern iron. There has been 
more buying of Southern iron than formerly, 
but nothing like the tonnage that changes 
hands in a regular movement. There has 
never been a general or major movement in 
pig iron that has not included a heavy move- 
ment in Southern iron. 


Matthew Addy & Co.: A good many his- 
torical parallels are now being drawn. Dur- 
ing the progress of great wars iron prices 
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have languished. After the American Civil 
War prices advanced more than 400%. Af- 
ter the France-Prussian war there was an 
immediate advance of more than 100%. 
After the Spanish-American war iron went 
from $7.50 per ton f. o. b. Birmingham to 
$26 a ton—an advance exceeding 300%. 
Whether this present war will produce the 
same results remains to be seen. Of course 
the damage of war must be repaired and 
this war has been and will be more de- 
structive than any conflict which the world 
has ever known. Pessimists point out that 
the world will be so exhausted financially 
by the war that there will be no credit left 
for the purposes of restoration. But the 
facts of history are against them, as all re- 
cent wars have been followed by periods of 
great industrial activity. 








Economic Results of the War 








What Are the Real 
Losses in War? 


T is hard to avoid confusion of mind in 
regard to the economic losses result- 
ing from the war. The loss is not in 
money—that is, gold, silver, or paper. 
On the contrary the production of gold 
is not interfered with by the war, while 
the consumption of gold in the arts is 
less, so that stocks of money tend to in- 
crease. It is not, strictly speaking, the 
expenditures for war supplies and the 
soldiers’ pay, for somebody gets whatever 
is spent. 

What, then, is the real loss? It is (1) 
diversion of men from productive labor 
to war; (2) reduction of the proportion 
of working population to dependent 
population by the death and injury of 
able-bodied men; (3) disorganization of 
trade; and (4) actual destruction of the 
machinery of production—the last being 
a small element of the total. Victor 
Morawetz brings out some of these 
points very clearly in the New York 
Times: 

The stock of gold and silver in the world 
serving as bank reserves and the volume of 
the circulating currency have increased since 
the war began and will continue to increase. 
Gold and silver are not consumed or de- 
stroyed.in warlike operations. The produc- 
tion of gold and silver has not decreased, 
while consumption in the arts has dimi 


. dimin- 
ished. Since the war be the United 


States as well as the warring nations have 
largely increased their 


paper currency. In 





fact, there are indications that the paper 
currency of some European countries is al- 
ready virtually at a discount. 

In normal times the world’s stock on hand 
of foodstuffs, clothing, fuel and merchan- 
dise of all kinds averages less than the 
amount produced and consumed in a year. 
As a result of the war the aggregate pro- 
duction of such articles intended for con- 
sumption has been diminished; but con- 
sumption also has been diminished through 
enforced economies. At the end of the war 
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A TIMELY DISCOVERY. 
—St. Paul Dispatch. 
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the stock on hand of such articles, no doubt, 
will be less than at the beginning, but the 
reduction of the aggregate stock on hand 
will not be more than a few months’ produc- 
tion and any deficiency can be made good 
soon after the restoration of normal indus- 
trial conditions. 

In the zones of active warfare a consid- 
erable amount of fixed property, such as 
houses, factories, machinery, etc., has been 
destroyed; but these losses of fixed prop- 
erty must be borne in great measure by the 
inhabitants of the districts affected and, un- 
less the area of military operations should 
be greatly extended, the destruction of fixed 
property will not diminish to a large extent 
the world’s aggregate future productiveness. 

During the war a large number of labor- 
ers will be withdrawn from productive work 
to serve in the armies, much labor will be 
consumed in producing military and naval 
equipment, munitions and other supplies of 
war, and much labor will be lost through 
enforced idleness due to the general disar- 
rangement of trade and finance. The pro- 
duction of wealth throughout the world, 
therefore, will be diminished. However, it 
does not follow that the lessening of pro- 
duction and the destruction of existing prop- 
erty will diminish to a corresponding ex- 


tent the aggregate wealth in the world. In 
part, the lessening of production and the 
destruction of property will be made good 
by economies and diminished consumption. 
Besides, nearly all nations in normal times 
produce more than they consume and in- 


crease largely their stock of wealth. To a 
great extent the lessening of production and 
the destruction of property during the war 
will result merely in diminishing or stop- 
ping the savings and the increase of wealth 
which otherwise would take place. ; 
The war has shown that all European in- 
vestments are subject to a great risk from 
which American investments are free. 
Relatively to European investments, the 
value of American investments has been 
enhanced by the war and European invest- 
ors are likely to keep their American in- 
vestments if able to do so. The competi- 
tion in the market of large issues of Euro- 
pean government bonds and other securities 
offered at greatly reduced prices is likely 
to result in a lowering of the international 
market prices of many American securi- 
ities; but the amount of such securities 
exported to the United States at the re- 
duced prices will depend in great measure 
upon the course of international trade and 


exchange. 
* * * 


War and the 

Rate of Interest. 
"THE heavy expenditures of the war 

must necessarily tend to raise in- 

terest rates all over the world. Charles 
A. Conant discussed this point in an ad- 
dress before the Massachusetts Reform 
Club: 
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Mr. Conant estimated that the European 
war was costing the various Powers about 
$50,000,000 per day, which would make a 
total of $18,000,000,000 if the war lasted a 
year. This, he declared, would absorb the 
entire supply of free capital seeking invest- 
ment for a period of several years. 

The effect of these demands would neces- 
sarily be to make it difficult to procure cap- 
ital for other enterprises, like railways, pub- 
lic service corporations, mills and factories, 
and to raise for a considerable period of 
time the rate of return upon permanent in- 
vestments. This would be keenly felt by 
the railways in their efforts to obtain cap- 
ital for making necessary improvements and 
extensions and would be felt in the bond 
market by lowering the price at which se- 
curities, whether old issues or new offerings, 
could be sold. The price of bonds would 
necessarily decline, other things being equal, 
to the level of the higher interest rate re- 
sulting from the big demand for capital for 
war purposes. The British loan had been 
floated at a rate slightly more favorable to 
the government than 4%, but the German 
loan paid a little over 5%. Something ap- 
proximating 5% was likely to be the rate 
on most of the government loans, and this 
would probably earn a rate from ™% to 1% 
higher on the better types of railway and 
industrial issues. 


* * * 


World-Wide Economy 
Now the Watch-Word. 


ONE benefit, at any rate, has been de- 

rived from the war—it has shaken 
the whole world out of its habits of ex- 
travagance. Various authorities make 
interesting comments on this feature of 
the matter: 


Housman & Co.: Nobody can predict with 
certainty what the economic effects of the 
war will be, but here are things to think 
about. The world obviously has been ar- 
rested in its rakish career. It has broken 
off suddenly with the habits of the spend- 
thrift. New habits are forming, and they 
will continue long after all physical traces 
of war have disappeared. - 

The war has caused 500,000,000 of people 
to begin to save even their potato peelings. 
It has caused 200,000,000 people in Russia 
to be.sober, all at one time, a thing that 
never mod gery in this world before. It 
has caused you and your neighbor in this 
country to reduce household expenses and 
to stop spending money on unnecessary 
things. It has suddenly checked the waste 
of capital by individuals, by corporations 
and by the government, for even the govern- 
ment is seized with a spirit of economy. 
Of course, there is much unemployment in 
consequence, and some of the readjustments 
are painful, but the economic effect will be 
wonderfully beneficial, and the ratio of pro- 
ductive to unproductive labor, in the eco- 
nomic sense, will be higher afterward. 
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S. W. Strauss: Not the least important 
aspect of the whole situation is the changed 
or changing temper of the American people. 
For years past we have lived too fast and 
too loose. Extravagance had become the 
national vice. The ideas of the spendthrift 
had become the ideals of an increasing por- 
tion of our population. Display, waste and 
empty headed frivolity seemed to be the 
only mode of enjoyment of a constantly 
growing number. The dancing mania that 
swept the country during the last two years 
is a significant social symptom. 

The reaction had to come. A return to 
the forehanded ways of our forefathers and 
the thrifty maxims of Benjamin Franklin, 
our old national ideals of moderation and 
modesty, was inevitable. Sooner or later it 
had to come, and the war has brought it 
sooner than most of us expected. 

~ * * 


America Can Save 
Money Rapidly. 


A FEATURE that will make the pres- 

ent period of saving entirely dif- 
ferent from any similar period in the past 
in America is the great increase in the 
productiveness of labor and therefore in 
the accumulation of capital. Improved 
machinery and better organization have 
rendered labor more efficient than ever 
before in the world’s history. This point 
is touched upon in the Annual Report of 
the U. S. Secretary of Agriculture: 

It is true that the American farmer does 
not produce as much per acre as the farmer 
in a number of civilized nations, but pro- 
duction per acre is not the American stand- 
ard. The standard is the amount of produce 
for each person engaged in agriculture, and 
by this test the American farmer appears 
to be from two to six times as efficient as 
most of his competitors. Relatively speak- 
ing, extensive farming is still economically 
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the sound program in our agriculture, but 
now it is becoming increasingly apparent 
that the aim must be, while maintaining 
supremacy in production for each person, 
to establish supremacy in production for 
each acre. 


More efficient work and more careful 
saving mean increased net income, 
whether of corporations or individuals. , 
As a leading investment house puts it: 


The falling off in borrowing has undoubt- 
edly something to do with the strictest 
economy that is being exercised in every 
direction. Everywhere signs are in evi- 
dence that people are meeting existing con- 
ditions. Private individuals ave saved in 
their expenses, at first in a frantic and un- 
methodical way and later in a soberer and 
saner manner. Our corporations have put 
the knife to their operating accounts. The 
effect of this on their net income is just 
beginning to be felt. They have also cur- 
tailed their capital expenditures rigorously. 








Successful Inauguration of Federal Reserve System 








Money Panics a 
Thing of the Past. 


HERE is no reason to suppose 
that the new banking system 
will do away with the “minor 

= cycle.” Over-extension and 
liquidation will doubtless follow each 
other, in the future as in the past, with 
a certain rough regularity. But bankers 
believe that the Federal System has laid 


the “Money Panic” forever on the shelf. 
This opinion has recently been expressed 
by two high authorities : 

Charies S. Hamlin, Governor of the Fed- 
eral Reserve Board: Even at the outset of 
the system there will be an immense in- 
crease in the possibility of issuing credits. 
You will have the — paid in of the 
several banks; you will have the $250,000- 
000 reserve deposits; then, again, you will 
have the saving in cash reserves of $190,- 
000,000 throughout the country by the lower 
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reserve requirements for member banks, 
and, added to that, you will have the de- 
posits of the United States government, and, 
of course, from the result of all those de- 
posits you will have an enormous possibility 
in the increase of credits when it is needed 
throughout the United States. : 

If in the future business expands unduly 
under the spirit of speculation the day of 
reckoning will surely come in the future as 
it has in the past. Undue expansion will 
correct itself, just as the air bubble will 
ultimately burst. I believe, however, that 
the Federal Reserve system will materially 
check undue expansion by making banks 
conservative as to their loans because of the 
knowledge that any departure from strictly 
commercial transactions will take away 
their ability to liquidate such investments 
by re-discounts in the Federal Reserve 
banks. 

The banks still have it in their power to 

rmit, if not to encourage, undue specu- 
ative activity, and if they do this, the in- 
evitable result—commercial stringency— 
must follow. 

There is one form of panic, however, 
which I believe the Federal Reserve system 
will relegate to its proper place—the 
museum of antiquities—and that is the panic 
generated by distrust in our banking sys- 
tem leading to a struggle for self-preserva- 
tion between bank and bank and individual 
and individual and ultimate hoarding by the 
people. I say ultimate hoarding by the peo- 
ple, for, to my mind, such hoarding usually 
ollows hoarding by the banks and does not 


ig we it. It is safe to say that if hoarding 


y banks should cease, hoardin wy indivi- 
duals would never occur, and both, I believe, 
will be relegated to obscurity under the 
Federal Reserve system. 


Henry R. Towne, formerly president of 
the Merchants’ Association, now member 
of the Executive. Committee of the Federal 
Reserve Bank: Heretofore our industries 
and our commerce have suffered period- 
ically from violent fluctuations in financial 
conditions, which have in some cases wiped 
out almost over night the fruits of a life- 
time of work. 

All of us older men can remember many 
of these crises through which the country 
has passed. What were they due to? In 
large part to the lack of co-ordination of 
our financial system, to the fact that each 
bank stood by itself, without adequate 
means of co-operation and aid from one to 
the other. If the new Federal Reserve 
Bank Act stands for anything, it stands first 
in my opinion for the co-ordination of our 
banking system and the co-operation of our 
banks. It means that when money is needed 
in one part of the country it will flow nat- 
urally through organized channels to where 
it is needed and will do most good. If this 
machinery is as adequate as we hope it will 
be we may fairly hope that never again in 
our history shall we see such violent shocks 
and disturbances to our industry and com- 
merce as we have witnessed in the past. 
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Credit Expansion 

Will Proceed Slowly. 
ALTHOUGH, as Mr. Hamlin points 

out above, the new system contains 

great possibilities of credit expansion, it 
is not at all likely that such expansion 
will take place immediately. For one 
reason, in the present liquidated condi- 
tion of business there is not the demand 
for extended credit that there would be 
under conditions of greater activity ; and 
for another, the war will tend to make 
bankers conservative about any rapid in- 
crease of their loan accounts. Says a 
well known bank: 


Perhaps the most notable feature is the 
showing of reserves released in the mem- 
ber banks, New York coming to the front 
with a surplus of $137,000,000. These re- 
serves have been released for use in the 
discretion of the bankers, and it may be 
assumed that ultimately they will come into 
use, but it is clearly desirable that they shall 
not be used freely at present. Such a degree 
of expansion—suddenly made—would be ab- 
normal and unhealthy at any time, and in 
the early operations of the reserve banks 
might bring embarrassment to them. While 
these surplus reserves are being absorbed 
the reserve banks will have little control 
over the money market, and in the present 
unsettled state of the foreign exchanges it 
is conceivable that considerable mischief 
could be done before they obtained effectual 
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control. If, for example, these surplus re- 
serves were used in such a manner as to 
create balances against us in the foreign 
exchanges, the effect would be to cause de- 
mands upon the reserve banks for gold for 
export. This might come about from a gen- 
eral relaxation in the money market without 
being directly traceable or foreseen. 

The credit situation in the United States 
is enormously improved by having the re- 
serve banks in operation, but the gold re- 
sources of these banks are not yet so large 
that they can view adverse foreign balances 
with indifference. We are still weak in our 
international relations by reason of the fact 
that so large a part of our gold stock is 
scattered in 25,000 banks and in circulation, 
while demands for export in the future as 
heretofore will fall on New York. 

It is the duty of every banker, whether 
in the new system or out of it, to co-operate 
with that system and do his part to make 
its policies effective. 

* * * 


Features of Federal 
Bank Operations. 
OME features of the Federal System 
are not yet fully understood, even by 
the majority of bankers. The comments 
below shed light on the relation be- 
tween re-discounts and the issue of 


Federal Reserve notes; on the attitude of 


some banks toward re-discounting, espe- 
cially in the newer sections of the coun- 
try ; and on the effect of the new banking 
system on money rates. They are well 
worth a careful reading. 

Pierre Jay, Chairman, Board of Directors, 
Federal Reserve Bank: Many people have 
an idea that the operations of making re- 
discounts and issuing Federal Reserve notes 
are closely connected. As a matter of fact, 
except that no Federal Reserve notes can 
be issued until the bank has some redis- 
counts to pledge as security for them, they 
are not necessarily connected at all. 

A member bank rediscounts paper with 
the Reserve Bank in order to obtain a 
credit balance with it. Having obtained this 
credit balance, or deposit, it is free to use 
it as the occasion requires. It may leave 
it there either to build up its reserve to the 
minimum requirement, or to increase it be- 
yond that requirement. It may draw against 
it to transfer the funds elsewhere, or lastly, 
it may present a check to be cashed in either 
gold, silver, legal tenders or Federal Re- 
serve notes, whichever its needs and ar- 
rangements with the Federal Reserve Bank 
may be. That is the history of the transac- 
tion of rediscounting from the member 
bank’s point of view. 

From the Reserve Bank’s point of view, 
having rediscounted for several of its mem- 
ber banks and having a considerable volume 
of rediscounts in its portfolio, it takes a 
round amount of these, attaches to them an 
application to the Federal Reserve Agent, 
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who is accredited to each bank, and asks 
him to issue to it an amount of Federal 
Reserve notes equal to the amount of re- 
discounts a with him as _ security 
therefor. The Federal Reserve Agent after 
examining the passing the rediscounts, 
and ascertaining that the bank holds 
the necessary gold reserve against the notes 
applied for, puts the paper away in his vault 
and issues an equal amount of notes. When 
the Reserve Bank receives these notes it 
places them in its till, just like other forms 
of money, ready for use whenever called 
for in cashing checks. 


American National Bank of San Fran- 
cisco: The definition of commercial paper 
as fixed by the board is on a broad plane, 
but emphasizes three characteristics that 
such paper must possess in order to be 
eligible for rediscount with the regional 
banks. It must be issued for agricultural, 
industrial or commercial purposes, and not 
for permanent investment; it must run for 
not more than ninety days (with certain 
important exceptions); it must be essen- 
tially self-liquidating, or, in other words, it 
should represent some distinct step or stage 
in the productive or distributive process— 
the progression of goods from producer to 
consumer. 

It is safe to say that the average bank in 
the twelfth district receives in the ordinary 
course of business but a slight quantity of 
the kind of paper eligible for rediscount and 
will continue, as heretofore, to rely for ac- 
commodations chiefly upon its city corre- 
spondent, who is more tolerant of the kind 
of paper offered for rediscount, or as col- 
lateral. Undoubtedly, however, the influence 
of the reserve banks will be of the highest 
benefit in stimulating better methods of 
credit, to the end that more paper of the 
acceptable sort will be created. Phose high 
in the administration, still cherishing the de- 
lusion of a “money trust,” affect to rejoice 
because the Federal Reserve system relieves 
the borrower from the tyranny of the bank. 
It does more than that: it relieves the bank 
from the tyranny of the borrower; it gives 
aid and comfort in the effort to bring about 
saner methods of commercial credit—credit 
that liquidates at stated intervals and does 
not, like the brook, go on forever. 


Commerce and Finance: While it is, of 
course, too early to form any conclusion as 
to the ultimate development of the Federal 
Reserve system, it begins to be apparent 
that if the Regional Banks are to pay ex- 
penses they must reduce the discount rate 
to a figure that will enable them to use their 
deposits. It is true that no interest is paid 
on these deposits, but it is only by re-lend- 
ing them and through the issue of Federal 
Reserve notes that the banks can earn any 
income, and it was not the theory of the 
law that they should be purely eleemosynary 
institutions. Sooner or later, therefore, the 
competition of the Federal Reserve system 
must be felt in the price at which credit will 
be obtainable. 








How the Railroad 





Crisis Is Being Met 








Raising Rates and 
Cutting Expenses. 
S this is written there are re- 
ports from apparently reliable 
sources that the Commerce 


Commission will permit the 


Eastern roads to raise their rates the de- 
sired 5 per cent. It is, in fact, hard to 
see how any other decision can reason- 
ably be reached. In the meantime the 
roads are doing everything possible to 
increase revenues and to cut down ex- 
penses. 

A leading banking house calls attention 
to the fact that for the first three months 
of the present fiscal year, maintenance ex- 
penditures of several leading roads were 
cut down by the following amounts, as 
compared with the same period of 1913: 

Decrease. 


Chicago, Burlington & Quincy.... $601,712 
St. Paul 810, 
Great Northern 

Illinois Central 

New York Central 

It is evident that if this rate of decrease 
should continue through the 1915-1916 year, 
these roads would be in poor physical con- 
dition. These railroads cannot continue to 
cut their upkeep expenses to any such ex- 
tent as in the first quarter of the current 
fiscal period. By so doing they have been 
able to make a good showing for net rev- 
enue. but before long either the property 
must suffer or the net must decrease unless 
it can be held through an advance in freight 
rates. 

The City Bank calls attention to the 
efforts the roads are making to increase 
their passenger revenues: 

The railways are raising passenger fares 
between important terminals, and also upon 
mileage books, on the strength of intima- 
tions that this would be approved by the 
Interstate Commerce Commission, also mak- 
ing sharp economies in passenger train 
service. Pasmleal charges and free services 
are receiving careful attention. These meas- 
ures, however, do not go far in dealing with 
the railway situation, which is affected 
fundamentally by the fact that the average 
wage of all railway employees in the United 
States has been pushed up 28.91 per cent. 
since 1906, while other operating expenses 
have risen in about the same percentage 
and the growth of income has not been sufh- 
cient to meet these costs. The average 
freight rate per ton mile in 1913 was 2.53 
per cent. lower than in 1906. 


A Comprehensive Plan 
by President Rea. 


N an address to the Chamber of Com- 
merce, President Rea, of the Pennsyl- 
vania outlined seven changes which he 
regards as necessary in order that the 
railroads may get fair play. Undoubtedly 
his opinion carries a weight not exceeded 
by that of any other railroad man in 
the country: 

First—That the Interstate Commerce 
Commission should be materially increased, 
and so organized as to be able to deal 
promptly with railroad questions. 

Second—That the position should be 
placed beyond political influence, by a long 
tenure of office, and with compensation suffi- 
cient to attract and retain men of the widest 
experience and greatest ability. 

Third—That the regulatory power of the 
Interstate Commerce Commission should 
be clearly extended to the supervision and 
control of all rates and practices which di- 
rectly, or remotely, affect interstate trans- 
portation or commerce. 
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Fourth—That the Interstate Commerce 
Commission should be given the power to 
interfere, by appropriate action, whenever 
necessary to maintain a rate structure ap- 
proved by or satisfactory to it. 

Fifth—That for the existing repressive 
policy of public legislation, a constructive 
— should be substituted, and existing 
egislation should be so modified as to per- 
mit the railroad companies to do their full 
share in the development of the country’s 
resources. 

Sixth—That, as another necessary result 
of a constructive and equitable policy to- 
ward railroads, and with a commission am- 
ply strengthened to deal with railroad ques- 
tions, Congress would no doubt refer to the 
commission for investigation and report, 
such legislation as affected wages, em= 
ployees’ working hours and conditions, in- 
creased taxes, etc. 

Seventh—That the extraordinary power to 
suspend rates without a hearing should be 
limited to a period not exceeding sixty days 
after being filed with the commission, or 
some such reasonable period. 

* * * 


Predicts Breakdown of 
Government Control. 


HE curious feature of the situation 
is that now nobody of importance 
seems to oppose the idea of increased 


rates except the Interstate Commerce 
Commission. Business men in general 
are able to see that increased costs and 
inability to get new capital require higher 
rates—it is the Commission that has 
been so hard to convince. Here are 
several pertinent comments by keen 
observers: 

E. P. Ripley, President of the Atchison: 
The present system of government control 
will break down when good times return, 
which will be after the nations of Europe 
have quit beating each other’s brains out. 
When that new period of prosperity and 
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development comes, the railroads will be 
utterly unable to keep pace with the coun- 
try’s development. They will be as unable 
as now to build extensions, for capital will 
go into more remunerative investments. 
Then the showdown will come, the people 
will demand that transportation facilities 
keep pace with the country’s needs, an! the 
government will be compelled either to take 
over the ownership and management of the 
railroads or to abandon the present harsh 
system of control and permit rates that will 
attract capital to us again. 


W. C. Van Antwerp, member of Board 
of Governors, N. Y. Biock Exchange: We 
are enabled to state, first, that our railway 
service costs less than that of any other 
country; second, that our railways excel all 
others in the compensation paid employees; 
third, that American railways do more work 
per mile of line than any others; fourth, that 
they are capitalized on a far lower level 
than any others; and fifth, that they pay 
more than a fair share in taxes. If, there- 
fore, any form of private property is en- 
titled to earn a fair return on its invested 
capital, our American railways are pre- 
eminently in that class. It seems to me we 
should be proud of them. 


Ivy L. Lee, Executive Assistant, Penn- 
sylvania R. R.: To suggest the cutting or 
passing of dividends as a preliminary step 
in railroad economy is to strike at the very 
roots of our present business processes. 
During the past 17 years the Pennsylvania 
system has paid in wages $1,923,626,384. It 
has paid as dividends less than one-fourth 
as much, $434,613,302, and it has paid a divi- 
dend to the public in non-income-adding 
improvements which cost $366,372,902. _ 

ociety considers it important to pay in- 
terest on savings bank deposits; but a larger 
part of such deposits earn their interest 
through investments in railroad securities. 
Why, then, propose to penalize the man who 
invests directly instead of through medium 
of the savings bank or the insurance com- 


pany? 








Cotton and Grain 








Cotton Exchange 
Gets Down to Work. 


‘THE cotton future market now has to 

help carry the weight of an unsal- 
able crop and it is doing as well as could 
be expected. As a result of the passing 
of the Lever Law and the extended dis- 
cussion of the Exchange and its methods, 
it is probable that more people in this 


country now have some idea of what the 
cotton market is and its economic value 
to the world than ever before. As S. T. 
Hubbard, a former president of the Ex- 
change, said not long ago: 

Perhaps we had to pass through these 
recent anxieties, to suffer these enormous 
losses in order to have it recognized that 
the trade of the world could not continue 
unless there was a central market for pro- 
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viding for the future delivery of that staple 
which clothes the people. 

For many years there had been a wide- 
spread belief that we existed for specula- 

ion alone, but when a complete compila- 
tion was registered with our committee it 
was found that spinners, spinners’ brokers 
and exporters’ agents held more than a large 
majority of the outstanding engagements, 
while speculators were in a great minority. 
Even the bankers of New York did not 
know our function. When I reminded one 
of the leading members of the Clearing 
House that through the methods of trade 
the American spinners owned more than 
half the stock of cotton in Liverpool, he 
expressed astonishment. What all of us 
have known for a long time was new to 


him. 

The planters, the spinners, the bankers 
and the merchants called for the reopening 
of the Exchange for the benefit of all the 


ople. 
oe * * * 


Now a Question 
of the Next Crop. 


HE final Government estimate of this 
year’s cotton crop exceeded expecta- 
tions, but the effect on the market was 
slight. The low price is attracting a 
broad investment demand, which tends to 
prevent sharp declines. The trade hardly 
ventures to hope for any great increase in 
consumption of cotton during the coming 
winter, so the next question of vital im- 
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portance will be, How great an acreage 
will be prepared for the next crop? 

A two-years’ war would apparently be 
about the worst that could happen. As- 
suming that, then, says Theodore Price, 
what would the situation be? 


If the war continues for two years and 
the consumption does not increase, we 
should nevertheless be without any visible 
supply August 1, 1916, or twenty months 
from now, if the production next season as 
a result of bad weather and reduced acreage 
should not exceed 8,000,000 bales. Taking 
the most pessimistic view, the surplus sup- 
ply August 1, 1916, will be equal to the 
quantity by which the crop of 1915-1916 
shall exceed 8,000,000 bales. The problem 
of’next year’s crop is, therefore, already the 
main problem of the market, and values are 
not likely to change much until there is 
some data with regard to acreage upon 
which calculation may be based. 

It seems not unlikely that the acreage 
may be reduced 25% and that the produc- 
tion of the decreased acreage will be seri- 
ously curtailed by the disuse of fertilizers 
which are in poor supply because there is 
no German potash and in poor demand be- 
cause the farmers have no money with 
which to buy them. 

* * . 


Why Wheat Sells 
at High Prices. 


ig has been several years since there has 
been any real danger of a scarcity of 
wheat. This year a combination of small 
crops with a big war demand has put a 
new face on the situation and the statis- 
ticians are beginning to figure whether 
there will be wheat enough to go around, 
and what price will whittle down the 
demand enough to bring it within the 
supply. Keusch & Schwartz, of the N. Y. 
Produce Exchange and Chicago Board 
of Trade, have this to say about “The 
World’s Statistical Position of Grain”: 
For the first time in the history of the 
present generation the world is facing a 
combination of circumstances peurens the 
present and future supplies of human and 
animal foodstuffs which is a problem worthy 
of the most serious and thoughtful consid- 
eration; for, after a period of unprecedented 
production, the peoples of a large portion 
of the world’s producing area and consum- 
ing population have become involved in a 
war, the outcome and consequences of which 
no individual can foretell. Directly and 
vitally concerned in the struggle are coun- 
tries with a combined population of over 
465,000,000 people, or over three-fourths of 
the wheat and rye eatin eople of the 
world, while over 100,000, people addi- 
tional are geographically affiliated with, and 
in a great measure dependent upon the co- 
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operation and success of their neighboring 
countries and their products. 

Of a world’s total of 265,000,000 acres de- 
voted to wheat raising, the countries in- 
volved are accredited with 135,000,000 acres 
and normally produce about 1,950,000,000 
bushels of the world’s total of 3,600,000,000 
bushels. While of the acreage devoted to 
rye, they possess 104,000,000 acres of the 
world’s total of 109,000,000 acres, producing 
about 1,600,000,000 bushels of the world’s 
total of 1,750,000,000 bushels. 

They produce over 72 per cent. of the 
total world’s production of cereal and vege- 
table foodstuffs (excepting corn) for humans 
and animals, while their consumption of the 
same averages over 77 per cent. of the 
world’s total production. uch of this pro- 
duction is dependent upon its timely har- 
vesting and conservation. At a time when 
harvests should be geanes, much of this 
year’s crop was left outstanding, unhar- 
vested and uncared for, subject to the vicis- 
situdes of weather and war, or to the loss 
and uncertainties of gathering by inexperi- 
enced help, under conditions and difficulties 
of the most trying kind. At a time when the 
preparation of the soil and the installation 
of next year’s crop should be practically 
completed, advices indicate that owing to 
the commandeering of horses for military 
purposes, and the exigencies of war, this 
necessary work has been carried on in a 
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desultory manner or entirely neglected. 

This year practically every country en- 
gaged in the present conflict (with the ex- 
ception of Russia) is dependent upon im- 
ports to meet its normal consumptive 
requirements. For the purpose of deduction 
it can be stated that the requirements of 
the world’s importing countries during the 
past five years have averaged about 625,- 
000,000 bushels annually. Eeeaet require- 
ments for the present year are various] 
estimated at from 650,000,000 to 700,000, 
bushels. 

The United States with a record crop of 
892,000,000 bushels occupies the position of 
dictator of world’s values. While the im- 
pression prevails that we can export 300,- 
000,000 bushels without impairing our re- 
serves, this theory is not borne out by facts, 
as the records of the past year demonstrate 
that our domestic requirements totaled 
638,000,000, which probably included 15,000,- 
000 to 20,000,000 used for animal feed. Al- 
lowing for this deduction and the natural 
increase in consumption, this year’s require- 
ments would approximate 630,000, 
bushels and leave about 265,000,000 bushels 
for export. 

The combined total of all countries having 
a surplus available for export totals 520,- 
000,000 bushels, or 30,000,000 to 170,000,000 
bushels under the world’s estimated mini- 
mum import requirements. 








Hints for Investors 


OME of the best bargains of the day are the good bonds on poor railroads. 
They are the real first mortgage issues that have an actual first claim on 


the earnings. 


The margin after their interest is paid is large enough to make 


them good investments, in good times and bad. 


OOK over the bonds, especially those of a near maturity, of those roads 
that are talking of making great mortgages to take care of their financial 


requirements for the long future. 


You may make a nice turn by picking up 


those bonds, because either before or at the time they mature a favorable trade 


will be offered you by the company. 


Gn a list of railroad bonds yielding you five per cent. on present prices. 
Whichever of them are underlying bonds of a good company study care- 
fully. They are likely to have from four to eight points’ appreciation in price 
in the next rise in the bond market when it comes. 


BYY today any industrial bond where the working capital of the company 
is equal to all the outstanding debt. This is a very sound security. 
“Since all bonds are cheap now, you cannot go wrong by this method. 








——— — — 





Building the Interest Account 


BY H. M. P. ECKARDT 











[This exceedingly clear and practical article is of timely interest to investors now, when 
many good stocks and bonds are selling at prices to yield an unusual return on the money 
invested. Mr. Eckardt is an experienced banker, the author of “A Rational Banking Sys- 
tem” and other books on banking—Tue Enprtors.] 


cases those who buy and sell in 

Wall Street do so with the ob- 

ject of making profits through 
appreciation or depreciation in the value 
of securities. 

It is worth while to consider the pos- 
sibilities Wall Street offers for making 
money in another way. Instead of mak- 
ing deals with the prime object of profit- 
ing by fluctuations the investor may keep 
in view as his main purpose the steady 
building» up of his interest account. It 
is to be understood that the term interest 
account is here used to include both in- 
terest and dividends. 


Pp) ROBABLY in the majority of 


In order to make satisfactory progress 
in building the interest account it is nec- 
essary to augment the amount of capital 


employed in this way. It would perhaps 
be possible, if the individual’s surplus 
capital remained practically stationary, to 
handle it in such manner as to effect some 
increase in the rate of yield as favorable 
opportunities presented themselves, and 
in that way there would be an increase 
in the annual interest. But the possi- 

« bilities of increase must necessarily be 
strictly limited if the capital remains sta- 
tionary; and we will assume that the 
hypothetical person whose operations we 
are to review is able to reinforce his 
capital periodically with surplus profits 
or earnings derived from his ordinary 
business or profession. We assume also 
that he is capable of intelligently follow- 
ing the changes of position of the various 
corporations, and that he understands 
fairly well the tendency of the various 
fundamental factors governing the mon- 
etary situation generally. 

One of the points to be settled is 
whether he should give his attention 
mainly to bonds or stocks. He will prob- 
ably discover that it will be best not to 


lay his course too definitely in advance 
or to adhere too rigidly to a preconceived 
plan as to taking bonds in preference to 
stocks or vice versa. Under some cir- 
cumstances it would suit him best to buy 
bonds and under others stocks. 

One thing, however, predisposes him 
in favor of stocks. It is that the rate of 
interest on a bond is fixed; once money 
has been put into a bond there is no 
prospect of an increase in the rate of in- 
terest—the only way in which the capital 
can be made to yield a better return is 
through changing the investment. 

On the other hand, if a stock with 
good prospects is bought, there is a pos- 
sibility of increase of the yearly income 
through a higher dividend rate—the in- 
terest account may be improved without 
undertaking fresh operations in the mar- 
ket. This is an important consideration 
since multiplication of the number of 
the investor’s transactions in the market 
tends to increase the chances of his mak- 
ing a mistake. 

Another question is whether he shall 
borrow or use his own funds exclusively. 
This, too, had better be left open—to be 
decided by conditions. At times pur- 
chases should be made strictly with one’s 
own money. This would apply par- 
ticularly when the rates of interest on 
loans were higher than the rates of in- 
come on the securities into which the 
proceeds could be placed. For instance 
it would not tend to build the interest 
account to borrow at 7 per cent for the 
purpose of buying securities that only 
yielded 5 per cent. 

An operator might go into a trans- 
action like that with the idea that the 
rate of interest on his loan would prob- 
ably be down to 5 per cent or 4% ina 
comparatively short time; but experience 
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teaches that reductions in the loan rates 
are often delayed long beyond the time 
when borrowers confidently expected 
them to materialize. 

It happens sometimes that a very 
sharp squeeze in money sends stocks 
tumbling down, and the onlooker is 
tempted to buy at once with borrowed 
money on the theory that the bargains 
will not be available if he waits till 
money is easier. It certainly is neces- 
sary to take into account the contingency 
that stock prices may rise promptly with 
the appearance of relief to the money 
market. Nevertheless it has been strik- 
ingly demonstrated on numerous occa- 
sions that a few months after a rally 
of this kind the investor may have the 
opportunity of buying the desired stocks 
at prices as low as those recorded dur- 
ing the earlier drop and with money 
borrowed at 1 or 2 per cent less than 
the net return on the stocks. 


SCIENTIFIC BORROWING. 


On the other hand, scientific borrowing 
often helps to build the interest account 
rapidly. Stock brokers and other pro- 
fessionals are accustomed to augment 


their incomes very considerably through 
judicious borrowing; and it is worth 
while for amateurs to be on the watch 
for favorable opportunities of doing 
the same thing. 

An illustration or two as to what may 
be done in this direction will not be out 


of place. Suppose the operator has 
$1,000 lying in the bank bringing in 3 
per cent per year. He uses it to buy a 
sound 5 per cent railway stock at a price 
to net 6 per cent. Let us say he buys 
25 shares at 82, putting in his own 
thousand dollars and borrowing the 
balance, $1,050, from his broker or from 
his bank at 5 per cent. His outgo for 
interest to the broker would be at the 
rate of $52.50 per year and his yearly 
dividends on the stock would amount 
to $125. In other words his $1,000 
capital would be yielding 7% per cent., 
or $72.50 instead of 3 per cent., or $30 
earned in the bank. Through borrowing 
he makes his capital yield 1% per cent. 
more than it would yield if he had con- 
fined himself to outright buying. 

Now suppose that this investment runs 
along for two or three years and then 
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the railway company raises its yearly 
dividend to 6 per cent. If the broker's 
interest still averaged 5 per cent. the net 
yield on the $1, capital would then 
be $97.50 or 934 per cent., whereas it 
would have béen but $73.20 or 7 1/3 per 
cent if he had not used any borrowed 
money. Of course, if he borrows he 
increases his risk; but if his connection 
is with a strong house the indebtedness 
will not cause him any inconvenience. 


SELECTING SECURITIES. 


In buying stocks for the purpose of 
developing the interest account it is 
necessary to exercise the greatest care 
in selecting the securities. The chances 
are that some of them will be held for an 
indefinite period. There is thus even 
more occasion for careful selection than 
is required when the operator is buying 
for the purpose of profiting through 
fluctuations. He looks for companies 
with good and honorable management 
and direction, making full statements of 
their affairs, earning much more than 
they pay in dividends, making liberal al- 
lowances for depreciation and better- 
ments, dealing in staple commodities or 
articles in constant demand, and with 
good prospects for continued prosperity. 

Unless he happens to buy in a panic 
period the operator does not seek for 
stocks yielding a high rate of return. 
In a normal period a high yield on a 
particular stock might be a mark of 
weakness, or a sign that the dividend 
would shortly be cut or abolished; but 
in a panic or during a season of severe 
liquidation the whole market would per- 
haps be on a basis yielding good returns. 

So, on commencing his operations our 
hypothetical investor would be influenced 
largely by the general situation. His 
capital is accumulating and he has say 
$1,000 or $1,500 available. If at this 
juncture the market should be at what 
he considers a high level, with the 
standard rails yielding 4% per cent or 
thereabouts, he will not be disposed to 
use all of his available funds; and if 
it appears that the market is nearing 
the end of a bull movement he perhaps 
would keep his money in the bank or 
buy a municipal warrant or railway note, 
maturing in a year or two years, with 
the idea that when it matured the stock 
market would be reacting vigorously. 





166 


The rate of return on such investments 
would probably be from 4 to 4% per 
cent or almost as much as could be ob- 
tained from an investment in stocks. 
Perhaps it turns out that at the end 
of a year the stock market has not be- 
gun to react—on the contrary it has 
managed to rise a little further, the 
standard rails yielding from 4 to 4%. 
But interest rates have been tending up- 
wards and still believing that it is no 
time to buy stocks our operator continues 
to buy notes and instalment debentures 
maturing in a year or two, as he has 
fresh lots of $1,000 or $500 cash avail- 
able. However, the circumstances are 
such as to cause him to carry a free 
balance at his bankers of a respectable 
amount—that is to say, he does not in- 
vest his funds down to the last dollar. 
Eventually the stock market begins 
to crumble and the yield obtainable on 
representative securities increases from 
week to week. Our friend has his eye on 
one of the leading’ rails which has a 
good margin of net earnings over and 
above its dividends and large equities 


independent of the railway business. 
Soon he can buy this on a 5 per cent 
basis. He buys a part of what he intends 


to get, using free funds held by his 
bankers. The market goes on declining 
and in the meantime one of his short 
term investments matures. He takes 
payment and puts the money into a good 
railway stock giving him 5% per cent. 
Let us say he selects Western stocks, 
Union and Southern Pacific, Atchison, 
Great Northern and Northern Pacific 
comprising his list of eligibles. 

The market continues depressed, as a 
result of rise in wages, taxes and other 
expenses, Government suits and legis- 
lative interference. He converts another 
short term note into stock at 5%; and a 
little later another one into stock at 534. 

Let us suppose that about this time 
he has an unexpected stroke of good luck 
and comes into possession of say $1,000 
of what is practically “found money.” 
With this he considers that he can take 
a little more risk and he buys 10 shares 
of Brooklyn Transit to yield 7 per cent. 

Although the outlook continues black, 
our operator is convinced that market- 
wise things cannot get much worse and 
he determines to borrow. He is able 
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to do so at 5 per cent. and he pledges 
say three-quarters of his holdings for a 
loan of such an amount as will give a 
margin of at least 50 per cent. With 
the proceeds he buys stocks yielding all 
the way from 5 to 7 per cent., rails and 
industrials, limiting his holding of any 
one security and scattering the risk over 
a wide and varied field. 


WHEN THE TIME COMES. 


Let us suppose a favorable develop- 
ment now comes along—perhaps big 
crops are raised or he sees that political 
leaders most active in interfering with 
business were losing their popularity. 
He follows the policy of buying more 
stock as his capital accumulates. When 
he has $500 ready he buys $1,000 worth 
of stocks, borrowing the other $500 from 
his broker. Now he keeps his surplus 
all invested—the balance at his bank is 
not allowed to accumulate. 

All his moves so far have been cal- 
culated to build the interest account. 
There is a continuous margin of from 1 
to 2% per cent. interest in his favor in 
connection with the investments carried 
on borrowed money. 

Finally the various bear factors ex- 
haust themselves and the market moves 
upwards. Perhaps the hypothetical 
operator will continue to borrow for new 
purchases as long as there is a satisfac- 
tory margin of profit over and above the 
interest charged by his broker. When 
however this margin becomes attenuated 
he ceases his borrowings. 

His disposal of new accumulations 
then will depend on his judgment of 
the market. If he firmly believes the 
course of prices will still be upwards he 
continues to buy outright provided the 
yield obtained on the stocks so purchased 
is not less than the broker’s interest 
charge. When stocks of the class he 
wants cannot be bought to yield as much 
as the broker charges in interest, all fresh 
accumulations of capital go to pay off the 
broker’s loan. 

There may still be occasion for bor- 
rowing for particular transactions. For 
example, a good company, the stock of 
which he holds, may make a new issue 
of securities to its stockholders on 
specially favorable terms—the stock- 
holders might be given the opportunity 
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to buy at a price yielding 7% or 8 per 
cent. In that case it would pay to bor- 
row the greater part of the funds re- 
quired to take up the allotments. 

Apart from such special transactions 
there is now no fresh borrowing; and 
from month to month the debt to the 
broker is being steadily reduced. If the 
stocks are well selected there will prob- 
ably be from time to time announce- 
ments of increased dividend rates—all 
of which would serve to build up the 
interest account. 

As the price list changed it would be 
well to keep a careful watch for oppor- 
tunities of increasing the interest yield 
through changing from one security to 
another. The whole range of securities 
available in Wall Street and perhaps in 
secondary markets should be gone over, 
and eligibles kept in view. 

When the period of prosperity and ris- 
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ing prices was nearing a close, it is prac- 
tically certain that interest rates would 
rise and that selected bonds, short term 
notes and warrants could be purchased 
at prices yielding very good returns. 
The operator would perhaps have re- 
duced his debt to his broker to a very 
small sum, or wiped it out altogether 
when that time arrived. As the oppor- 
tunities presented themselves of chang- 
ing his stocks into these other securi- 
ties at prices which served to increase the 
annual interest, they would be taken. 
Probably a few stocks which seemed to 
offer exceptional chances of increased 
dividends and which appeared to be well 
able to weather a depression would be 
retained. And when the next long swing 
downwards materialized, the operator 
would be in position to further build up 
his interest account through following 
the same tactics. 





The time has not 
some other bond just 


as an investment. 


wonderfully fine investments. 


Practical Talks to Investors 
XlI—There Are Good and Poor Bonds in Every Class 
By FREDERICK LOWNHAUPT 


after long experience, pleasant or otherwise, is that there is no suc 
thing as selecting a security just because it belongs to a certain group 
and knowing therefore that it is a sound or conservative investment. 


O*: of the fundamental things that thousands of investors learn vee | 


et passed when a bond is considered far superior to 
ecause it is, say, a municipal obligation. 
good chance that it is, but no absolute certainty of the fact. 
certain stamp of character is given a security. because it is a municipal bond, a 
public utility bond, or a railroad bond, but not the least guarantee of its worth 


_ Investments are much like people—there are very good and very bad ones 
in each class, be it the nobility or the day laborer. 

You must, therefore, keep this basic fact in mind and not be led astray by 
the fact that the bond happens to belong to a class wherein are found so many 
good ones. Some mighty poor municipal bonds have come out, also many 
The same with all classes. 

The job of the investor is to learn the fundamental principal of investment 
as an art, and of investments by their different classes. 
way to distinguish between the chaff and the wheat. 

Then the second fact to remember along this line is that the proportion 


There is a 
To be sure, a 


He is then in a fair 


of good and bad bonds in any group varies greatly. You are less likely to find 
a municipal security an unfit investment than you are an irrigation bond. The 
Proportion of irrigation bonds that are poor in relation to the whole amount 
out is far greater than among railroads and still greater than among municipal 
bonds. There are certain fundamental differences in bonds of various groups 
that make it likely that one class is a more conservative investment than 
another. The municipals and the irrigations are two excellent examples. 

Don’t, therefore, buy a railroad bond just because it is a railroad bond, nor 
a utility bond because it is a utility bond, but buy them and others because and 
only because they have been tested by some reasonably high standard for that 
class and measure up to the requirements of a worth-while investment. 














Prospects in the Bond Market 


Factors Bearing on 


HE course of bond prices since 
the reopening of the Exchange 
has been satisfactory, though 
without any sensational feat- 


ures. Some optimists had hoped for 
greater advances than have occurred, but 
the wish was father to the thought. It 
is clear enough to most observers that 
the bond market must necessarily re- 
cuperate slowly, in view of the tremen- 
dous destruction of capital that is going 


on abroad. It is peaceful industry that 
builds up bond values, and the world is 
far enough from that condition today. 

It can hardly be repeated too often 
that the market for capital is world-wide. 
If our bond prices could be based solely 
on American conditions we might expect 
important advances, but that can’t be 
done. 

There has without doubt been some 
small German liquidation of bonds. This 
is evidenced by the exchange rate for 
marks, which rose sharply soon after 
active trading in bonds began. But there 
has been no heavy pressure of liquidation 
and the demand has, on the whole, some- 
what exceeded the supply. 

Although present bond prices are in 
most cases above the level of July 30, 
they are nevertheless still low. At this 
writing Atchison General 4s, for ex- 
ample, are 5 points down from the high 
of 1914 and 7 points below the high of 
1913; Northern Pacific Prior Lien 4s are 
7% points below the high of 1914 and 
10 points down from 1913, and so on. 


Is This the Time to Buy? 


Some of the oldest and most conserva- 
tive houses are emphatic in their advices 
to customers to buy bonds now, It is 


Future Bond Prices 


undoubtedly safe advice to give, for 
whatever may happen the holder of good 
bonds can look forward to a high rate 
of interest from now to maturity, and 
even if the pressure of foreign war is- 
sues should temporarily force down the 
price of his securities he can look on 
with equanimity, because the decline will 
be due to causes entirely aside from the 
earning power of the company or the 
safety of his investment. 

In fact, it may easily prove to be the 
case that American bonds have seen their 
low level. Prices of such bonds are now 
being pulled in opposite directions—home 
conditions are pulling them up and 
foreign conditions are pulling them down. 
In this country capital is accumulating— 
though as yet rather slowly—while 
abroad capital is being dissipated in 
futile warfare. 

Under such conflicting influences it is 
probable that bond prices will not make 
any wide move in either direction. But 
the American nation has a tremendous 
capacity for saving when it sets out to 
save. Taken as a whole, our labor is 
highly productive, owing to the intelli- 
gence of our workers and the wide ap- 
plication of machinery in this country. 
This means a large product in propor- 
tion to work done; or large savings for 
the individual and large profits for the 
successful corporation. 

For a decade we have been spending 
on the same scale that we have produced. 
Individuals have bought freely of un- 
necessary luxuries and corporations have 
paid high salaries and have increased 
their facilities or the scale of their 
operations. Now that is past. The 
world-war has administered a shack to 
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everybody. The people are cutting 
down expenses, the corporations are 
economizing, new construction is small. 

The result will be a more rapid ac- 
cumulation of capital in this country than 
anybody now anticipates; and so far as 
the prices of our bonds are concerned, 
this may balance or overbalance the effect 
of destruction abroad. There are now 
few new issues of securities for money to 
flow into, so that the effect of economy 
will apply for the most part on existing 
bonds and stocks. 

New Financing Small 


Total financing for November footed 
up $31,000,000, of which only $3,000,000 
represented refunding. This left $28,000- 
000 of actually new capital raised, against 
$2,000,000 in October and $1,500,000 in 
September, when things were pretty 
much at a standstill. Actually new 


financing, aside from refunding, has 
scarcely been enough to be worth men- 
tioning since last June. 

Including refunding, the total for the 
first 11 months of 1914 was $1,220,- 
000,000, which compares with $1,652,- 


000,000 in 11 months of 913 and $1,790,- 
000,000 for the same months of 1912. 
For the four months since the outbreak 
of the war the figures are $127,000,000, 
against $406,000,000 in 1913 and $387,- 
000,000 in 1912; and of that $127,000,000 
refunding accounted for $89,500,000. 

Nearly half the financing of Novem- 
ber was in the form of long term bonds, 
while in the three preceding months 
hardly anything but short term notes 
was put out. This is, of course, a re- 
flection of the better bond market. 

It is entirely probable that new 
financing will continue small for the 
present on this side. Europe will have 
financing enough to do to answer for the 
whole world. 

What Union Pacific Has Bought 

From the sale of Southern Pacific 
stock, Union Pacific received about 
$75,000,000 cash and the annual report, 
recently made public, shows what was 
done with the greater part of this money. 
This is interesting as showing the judg- 
ment of Union Pacific financiers, who 
are closely connected with some of the 
ae og financial interests and should 
be to make as good a selection as 
an 
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Nearly $22,000,000 of long term bonds 
were purchased, $16,700, short term 
notes, $10,000,000 equipment trust 
certificates and a little over $2,000,000 of 
stock. 

Some of the long term bonds bought 
were St. Paul General Mortgage 44s, 
Illinois Central First and Refunding 5s, 
New York Central Refunding and Im- 
provement 4%s, and New York Con- 
necting Railroad First Mortgage 4%s. 
All are seen to be of a conservative 
character. 

All these, of course, were bought be- 
fore the war. We have no means of 
knowing what Union Pacific would have 
bought if its managers had had fore- 
knowledge of the vast quantity of foreign 
government bonds which the investment 
world will have to absorb as a result of 
the war. Possibly not so many long 
term bonds. 

On the other hand, the investor can 
now buy bonds on better terms than 
Union Pacific got them before the war— 
and doing better than Union Pacific is 
usually doing pretty well. 

Comparative Yields Here and Abroad 


The British government is able to 
borrow plenty of money for war pur- 
poses at 4 per cent. France and Ger- 
many have to pay 5 per cent. and Aus- 
tria 6 per cent. In the meantime, the 
best American railroad bonds are sell- 
ing on a 5 per cent. basis. 

The great bulk of the foreign holdings 
of our bonds are in England. Will the 
English investor sell our bonds yielding 5 
per cent. for the purpose of buying 
British government issues at a 4 per cent. 
basis? Yes, if necessary, but not until 
it is necessary. So far it has not been 
necessary, as is shown by the quick over- 
subscription of the English bonds offered, 
as well as by the fact that England has 
sold very few of our bonds. 

The financial world is now feeling its 
way along in the midst of uncertainties 
and it cannot be definitely stated that the 
exhaustion of a long war may not lead 
England to sell our securities in order 
to get money to buy its own government 
issues ; but if so, such sales will be slow 
and widely distributed and probably not 
larger at any one time than American in- 
vestors can take care of. The danger of 


panicky foreign liquidation is past. 





Opportunities in Listed Bonds 


By F. M. VAN WICKLEN 














[We believe these brief bond analyses will be of great value to our readers. They 
are practical and to the point and are intended to be of actual, definite help to the in- 
vestor in the selection of his bonds. Mr. Van Wicklen is associated with one of the lead- 
ing New York bond houses and his conclusions may be relied upon as trustworthy.— 


The Editors.] 


Seaboard Air Line Railway Company 
First Mortgage 4% Bonds, Due 1950 


Yield at present price, about 5.25% 


These bonds should be included in any 
broad list of good bond purchases. They 
hold a strong investment position, the 
safety of their principal and interest be- 
ing beyond question. 

Not only is the issue practically closed, 
but no additional bonds will be distribut- 
ed among the public to increase the out- 
standing amount of $12,775,000. They 
are an underlying lien covering 2,495 
miles of the Seaboard System, including 
its most important main lines. They are 
a first mortgage on 240 miles, including 
a part of the main line out of Richmond, 
Va., and a mortgage on the balance sub- 
ject to prior liens at the low rate of 
$13,000 per mile. Including prior lines, 
these bonds outstanding amount to only 
$17,000 per mile and ultimately will cover 
as a first mortgage the entire 2,495 miles 
at the rate of about $5,000 per mile. 

These bonds are followed by $23,800,- 
000 Refunding Mortgage 4% bonds, up- 
wards of $3,000,000 of which are re- 

rted among the holdings of the Equita- 
bie, Prudential and Metropolitan insur- 
ance companies, by $25,000,000 Adjust- 
ment Mortgage 5% bonds, on which the 
full 5% interest has been paid regularly, 
and by $62,516,000 capital stock. 

Net income of the Seaboard directly 
applicable to prior charges, including the 
interest on these First Mortgage 4’s, has 
for the past five years totaled $33,096,- 
057, compared with such prior charges of 
$14,963,508, leaving a balance of $18,- 
132,549, This seems to be sufficient evi- 


dence. that these First Mortgage bonds 
are amply protected by a wide margin 
of earnings. 

So much for their relative position in 
the Seaboard structure. As to the Sea- 
board itself, much has been written, a 
very complete article appearing in the 
December number of this magazine. Its 
past history, it is true, does not compare 
favorably with the Pennsylvania System, 
but neither can Pennsylvania First Mort- 
gage bonds be purchased to yield 5%. 
Moreover, it is the correct estimate of the 
future of a property, rather than the re- 
view of its past, that enables one to make 
a judicious and profitable investment. 

The Seaboard Air Line is one of the 
important trunk lines of this country and 
is receiving able management under W. 
|. Harahan, formerly of the Illinois Cen- 
tral and the Erie. The Seaboard is 
strategically intrenched in the territory 
traversed and will soon have an entrance 
to Charleston, S. C., where it owns ex- 
tensive terminal property, wharfage, etc. 
Charleston is almost as near to the Pan- 
ama Canal as New Orleans and with its 
splendid harbor presents many advan- 
tages for shipping as compared with the 
unfavorable conditions existing at the 
latter point. 

Present earnings are running below 
last year’s owing to the effects of the 
European war, and it is therefore dis- 
tinctly reassuring to holders of Seaboard 
obligations that the management should 
promptly discontinue the preferred stock 
dividend payment. It is not unlikely that 
Seaboard earnings have reached their 
low point and the future is very apt to 
see an improvement. 





OPPORTUNITIES IN 


Southern Railway Company 
First Consolidated Mortgage 5% Bonds, 
Due 1994 
Yield at present price, about 5.10% 


Under par these bonds are a purchase. 
They cover the heart of the System, be- 
ing a first mortgage on a very consider- 
able portion. They underlie approxi- 
mately $100,000,000 junior obligations 
and are further followed by $180,000,000 
capital stock. The mortgage is practi- 
cally closed, with the exception of bonds 
reserved to retire a like amount of prior 
liens. 

The large equity in the earnings of 
Southern Railway possessed by these 
bonds is shown in the fact that for the 
year ended June 30, 1914, net earnings 
amounted to $19,500,000, against all prior 
charges, including the interest on these 
bonds of $11,500,000, leaving a surplus 
applicable for junior charges of $8,000,- 
000. For the previous year this corre- 
sponding surplus was much larger, 
amounting to $10,400,000. 

These bonds have sold as high as 119, 
and over $18,000,000 are reported among 
the holdings of the following insurance 
companies: Mutual Life, New York Life, 
Prudential, Metropolitan, Equitable and 
Northwestern Mutual. 


Kings County Elevated Railroad Company 
First Mortgage 4% Bonds, Due 1949 


Brooklyn Union Elevated Railroad Com- 
pany First Mortgage 5% Bonds, 
Due 1950 
Yield at present prices, over 5% 


These are well-seasoned public utility 
issues, secured by closed first mortgages 
on integral portions of the Brooklyn 
Rapid Transit System. The property 
covered comprises all the elevated lines of 
the System, and in addition the principal 
line to Brighton Beach and Coney Island, 
in all about 97 miles of track. 

The line to Brighton Beach is four 
tracked throughout a considerable por- 
tion and is a splendid example of modern 
concrete construction, all grade crossings 
being eliminated. Since 1903 the Brook- 
lyn Rapid Transit has spent on the prop- 
erty covered by these bond issues, in 
addition to ordinary maintenance ex- 
penditures, upwards of $8,370,000, the 
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funds being provided through its Re- 
funding Mortgage 4% bonds. 

Earnings of the Brooklyn Union Ele- 
vated and the Kings County Elevated 
for the year ended June 30, 1912—the 
last year these earnings were publish- 
ed separately—amounted to $3,686,000 
against fixed charges of $2,029,000, leav- 
ing a balance of $1,657,000. 

There are $16,000,000 of the Brooklyn 
Union Elevated 5’s and $7,000,000 of the 
Kings County Elevated 4’s authorized 
and outstanding, and sufficient bonds un- 
der the Brooklyn Rapid Transit’s Re- 
funding Mortgage are reserved to retire 
them at or before maturity. They are in 
addition guaranteed principal and inter- 
est, by endorsement, by the Brooklyn 
Heights R. R. Co. 

For the year ended June 30, 1914, the 
Brooklyn Rapid Transit reported a sur- 
plus over all fixed charges amounting to 
$5,315,705. 

Here are first mortgage bonds, paying 
over 5%, on perhaps as good a traction 
proposition as exists anywhere. The 
traffic on these lines is enormous and, 


owing to the dense and increasing popu- 
lation of the territory served, this traffic 
will probably never decrease to any ma- 
terial degree, in spite of the building of 
the new subways. 


—_-_ 


Illinois Central R. R. Co.—Chicago, St. 
Louis & New Orleans R. R. Co. Joint 
First Refunding Mortgage 5% 
Bonds, Due 1963 
Yield at present price, about 5.15% 


This is a comparatively recent issue 
brought out about a year ago at par. 
The bonds met with ready sale and the 
price advanced to above 103. 

They are the joint and several obliga- 
tion of the Illinois Central R. R. Co. and 
the Chicago, St. Louis & New Orleans 
R. R. Co., secured by a mortgage on 1,512 
miles of road comprising all the lines 
operated by the Illinois Central south of 
the Ohio River. This includes the main 
line from Cairo, IIl., to New Orleans and 
the connection between this main line and 
the Central of Georgia at Birmingham, 
Ala. It thus connects New Orleans, Bir- 
mingham, Memphis and Louisville with 
the main line to Chicago and the North. 

From an investment standpoint, there 
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has never been any doubt about the IIli- 
nois Central’s ability to take care of all 
its fixed interest bearing obligations. It 
has now a double track line from Chicago 
to New Orleans and provides a direct 
route from central United States territory 
to the eastern coast of South America 
and via the Panama Canal to the west- 
ern coast. It is, moreover, well equipped 
to handle a largely increased tonnage 
through its first class physical condition 
and its abundance of equipment. 

A point in connection with these Joint 
Refunding 5% bonds not generally 
known is the substantial earning power 
of the southern portion of the Illinois 
Central System, being the part they 
cover, and they are therefore in a very 
much stronger position than the earnings 
of the Illinois Central would indicate. 

The earnings of this southern portion 
are not reported publicly, but it is well 
known among those closely connected 
with the Company that they are extraor- 
dinarily good and furnish a very large 
proportion of the Illinois Central’s sur- 
plus. The lower half of the system cov- 
ered by these bonds is, in other words, 
an exceedingly valuable property. 

These bonds bear practically the same 
relation to the southern division of the 
Illinois Central System as the Illinois 
Central Refunding Mortgage 4% bonds 
bear to the northern division, and al- 
though the latter bonds are technically 
legal for savings banks, they are no bet- 
ter secured than the Joint Refunding 5’s. 
At the same time the Refunding 4’s are 
selling on a 4.75% basis, compared with 
a 5.15% basis for the 5’s. Here is an 
opportunity for a profitable exchange. 


Southern Pacific Company 
Convertible 4% Bonds, Due 1929 
Convertible 5% Bonds, Due 1934 

Yield at present prices 6% and 540% re- 
Spectively. 

There has been a very active market 
in these issues, which shows their popu- 
larity among investors and traders. 

eir main attraction seems to be their 
convertible features and the consequent 
chance of future profit through a rise 
in the price of Southern Pacific stock. 
These conversion privileges may some 
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day become valuable, but it is perhaps 
wiser to regard these bonds strictly as 
investments; in other words, simply as 
direct obligations of the Southern Pacific 
Company ranking prior to $272,000,000 
capital stock. Considered thus, these 
bonds at their present prices will in all 
probability not prove disappointing. 

The 4’s, due 1929, yield 6% and are 
therefore to be preferred to the 5’s from 
an investment standpoint. They are con- 
vertible into stock at 130 up to June 1, 
1919, a four and one-half year period. 
The conversion cost of the stock at the 
a. price of the bonds figures about 
105. 


The 5’s, due 1934, yield 5.40% and are 
preferred to the 4’s from a conversion 
standpoint. They are convertible into 
stock at 100 up to June 1, 1924, a nine 
and one-half year period. The conver- 
sion cost of the stock in this instance fig- 
ures out about 95, or ten points below 
that in the case of the 4’s. 

The 5’s also seem more advantageous 
to hold than the 4’s, considered from a 
conversion standpoint, in the matter of 
annual return. It is true that the 4’s, if 
held to maturity and redeemed at 100, 
will net 6%, compared with only 5.40% - 
for the 5’s. It is, however, perhaps mis- 
leading to figure the yield of a converti- 
ble bond in this manner, as in a majority 
of instances a convertible bond is bought 
principally for its conversion privilege, 
and is converted by the holder into stock 
either at or before maturity. Regarded 
in this light, the 5’s yield an annual re- 
turn of 5.25%, compared with 5% for 
the 4’s. 

It is well to keep in mind influences 
which may tend to keep the price of 
Southern Pacific stock down; that is, an 
increase in the floating supply through 
additional issues and through conversion 
of bonds. It is largely on account of 
such adverse factors that Pennsylvania 
stock during the past ten years has been 
kept down, thereby nullifying the con- 
version features of the Company’s 314% 
bonds, due 1915. 

At the same time, Southern Pacific 
stock during normal times should sell 
well above its present price around 83. 
These bonds, however considered, are 


cheap. 




















$100 Bonds as Insurance 


Ingenious Ways in Which These Bonds May Be Used to 
Advantage 








T first glance it might be thought 
that $100 bonds would interest 
only those investors who 
haven’t money enough to pay 

for a $1,000 bond. But since the houses 
making a specialty of dealing in these 
small securities began to call public at- 
tention to them, it has developed that a 
great many persons amply able to deal 
in $1,000 bonds have nevertheless found 
good reasons for preferring the smaller 
denominations. 

For example, Mr. Everett A. Briggs, 
of Holyoke, Mass., sends us a carefully 
worked out method for using $100 bonds 
as a substitute for an annuity, thereby 
securing a regular yearly income and at 
the same time getting a better interest 
rate on the money involved. The plan 
is to invest a sum of money in $100 bonds 
to mature each year, so that a regular 
income will be afforded by the bonds that 
mature and the interest on those that 
have not yet matured. 

Mr. Briggs works this out on the basis 
of an investment of $5,000 on a 5 per 
cent. basis and finds that an income of a 
little over $450 a year would result. The 
first year he would have two bonds 
mature, and 5 per cent. interest on the 
entire 50 bonds, or exactly $450. Dur- 
ing the second year the investment would 
be $4,800, on which the interest would 
be $240, and two more bonds maturing 
at the end of the year would make the 
income $440. 

For the first five years he would have 
two bonds mature each year, the sixth 
and seventh years three bonds, eighth 
year two bonds, the next four years three 
bonds each year, and the last five years 
five bonds a year. This averages out a 
little over $450 income yearly for 17 
years. 

It would be easy to modify this plan 
to cover any number of years desired. 
The longer the period the smaller the in- 
vestment necessary to yield any given 
amount of income yearly, as a greater 


part of the return would represent in- 
terest and a smaller amount would de- 
pend on maturity of the bonds. If it was 
necessary to have the income work out 
to an exact amount each year, a small 
sum could be carried in a savings bank 
from which the necessary amount could 
be drawn when the income from bonds 
was a few dollars less than the exact an- 
nuity. This would be borrowed from the 
bank account, to be returned when the 
bond maturities produced a little more 
than the annuity. 

In the present bond market a higher 
average interest rate than 5 per cent. 
could easily be arranged, thus increasing 
the income. 


LIFE INSURANCE, 


In a similar way $100 bonds might be 
made to take the place of life insurance. 
Suppose a man is 30 years old, has $2,000 
in bank, and expects to accumulate until 
he is 50. Many thousands of young men 
are in very nearly this position. He 
could, and often does, take out an en- 
dowment policy to mature in 20 years, 
and in the meantime payable to his family 
in case of his death. 

On the other hand, he might invest the 
amount of the payments required by such 
a policy in $100 bonds as fast as the 
payments would amount to $100, or for 
that matter on the instalment plan in 
even smaller amounts. The bonds could 
be bought to mature at about the same 
time, namely when he is 50. As fast as 
the interest accumulated on bonds al- 
ready bought he would reinvest it in more 
bonds. 

A group of 1,000 men following this 
plan would leave to their families a good 
deal more money than those same families 
would get if the 1,000 men took out life 
insurance. In the present bond market 
an interest rate of 5% or 6 per cent. could 
be obtained, and this interest, reinvested 
in bonds as it accumulated, would count 


up rapidly, 
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The objection, of course, is that any 
one man who followed this plan of buy- 
ing bonds might be run over by an auto- 
mobile (now such a ular form of 
death) the next week, in which case his 
family would not get as much money as 
if he had taken out life insurance. It 
would depend on the family which he 
should do. An invalid wife with two 
small children would have to have the 
life insurance, even at some sacrifice in 
the way of probable income in a twenty- 
year period. A wife and children who, 
as is often the case, are just as well able 
to make a living as the husband, would 
probably prefer to take a small risk for 
the present for the sake of having a better 
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income later, when perhaps more needed. 

The main point is that life insurance, 
while an excellent thing when insurance 
is essential, is not investment and cannot 
be expected, on the average, to yield as 
good returns as investment. 

Bonds of the $100 denomination are 
especially convenient for all such plans as 
those above mentioned. Such a small 
amount is easily accumulated and it is 
not necessary to leave it lying for a long 
time in the savings bank before the bond 
can be bought, as might be the case if the 
investor was confined to $1,000 bonds. 
And maturities can easily be adjusted to 
comply with the requirements of every 
individual, whatever they may be. 








Peculiarities of Adams Express Collateral Trust 4s. 








BECAUSE Adams Express Co.’s col- 

lateral trust 4s do not depend on 
earnings from express business for pay- 
ment of interest or principal, the decline 
exhibited in present price levels of these 
bonds compared with the beginning of 
the current year and last year, is attrib- 
utable solely to sympathetic movement 
with the bond market generally. 

The high price was 8034 on January 
29 last. Last year the high and low re- 
spectively for these collaterals was 87% 
and 73%. 

These bonds consisting of two issues, 
one of $12,000,000 and one of $24,000,- 
000, are secured by deposits of bond and 
stocks, the return on which is more than 
sufficient to pay interest requirements. 
Interest and dividends on these securi- 
ties is collected by the trust company 
trustee, which pay the interest on the 
collateral bonds and turns the balance 
over to the express company. 

Both issues of bonds were made to 
stockholders as dividends indemnifying 
them against possible loss arising because 
the company is a voluntary stock asso- 
ciation and stockholders are, collectively 


and individually, liable for the debts of 
the company. 

At their maturity the collateral secur- 
ing them is to be sold at auction by the 
trustee and all proceeds distributed 
among the bondholders. Any excess 
over par value of the bonds goes to the 
holders. Such a sale at auction of the 
collateral might not realize its full value, 
however, and it is partly for that reason 
that when there are maturities in the col- 
lateral, the company’s own bonds are 
sometimes substituted. 

Under the terms of the indentures se- 
curing the two issues, changes in the col- 
lateral can only be made by substitution 
of railroad or express company securi- 
ties having, in the case of the 1948 issue, 
a market value equal to that of the re- 
leased securities and in the case of the 
1947 issue, a market value equal to the 
original schedule value of the released 
securities. But, in the case of the 1947 
issue, it is specifically provided that 
bonds of the issue itself can be substi- 
tuted at par for release of securities at 
their schedule value. In the indenture 
securing the 1948 issue no special provi- 
sion is made for substitution of the com- 
pany’s bonds. 





eusets 
TINO ETI 


ia iN 


INVESTMENT : The placing of capital in a more or less permanent way, mainly fer the income to be derived therefrom. 


A Railroad With a Future 


Why the Earnings of Kansas City Southern Have Been Main- 
tained Even Under Adverse Conditions 
By WILLIAM T. CONNORS 


[Those who read Mr. Connors’ masterly analysis of Seaboard Air Line in our last issue 
will not miss this diagnosis of Kansas City Southern. He has a peculiar faculty of getting 
down to BOTTOM FACTS and making their meaning clear without confusing the reader by 


unnecessary statistics——Tue Eprrors.] 


ACK in the nineties Arthur E. 
Stillwell, while looking at the 
map of the United States, 

- noticed that the ocean came 
nearest to Kansas City at a point about 


one-third of the way from Galveston to 
New Orleans. He conceived the idea of 
building a port at that point and con- 
structing a railroad in a straight line from 
Kansas City thither. The result was 
Port Arthur, and the Kansas City, Pitts- 
burg & Gulf Railroad. 

It turned out, however, that Mr. Still- 
well had bitten off rather more than he 
could chew. In 1900 the property was 
sold under foreclosure and reorganized 
as the Kansas City Southern. 

At first the road did very poorly— 
about as poorly as it could do and avoid 
another reorganization. It needed pretty 
much everything that a railroad ought 
to have and wrecks were numerous. In 
the meantime, however, population was 
increasing along its line. Instead of 
asking “What’s the matter with Kansas ?” 
people began to ask “How did Kansas do 
it?” Western Arkansas and the Indian 
Territory were filling up with farmers. 
The lumber business and other industries 
gave Shreveport a boom, and eastern 
Texas and western Louisiana began to 
discover the big money there was in fruit. 
Through business from the Kansas City 
section to the Gulf began to grow. 


In 1906 a new management took hold 
of the road, and since then it has made 
steady progress. The Rock Island has 
defaulted the interest on its bonds, Mis- 
souri Pacific is in various kinds of hot 
water, M. K. & T. has suspended divi- 
dends on its preferred stock, Frisco is in 
the hands of receivers—but Kansas City 
Southern has held its own, though 
operating in similar territory. The pre- 
ferred stock has paid its four per cent. 
dividends regularly since 1907 and some- 
thing has been earned on the common 
every year. 

The most notable achievements of the 
road have been made during the last two 
fiscal years—1913 and 1914. Turning to 
gross earnings, always the backbone of 
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a railroad’s financial structure, we see 
from the first diagram herewith that in 
only one year since 1906 have they slipped 
back, while the increases for 1913 and 
1914 were striking, in view of business 
conditions. 

It will be remembered that the fiscal 
year ended June, 1912, was a poor one 
for almost all lines. Kansas City South- 
ern suffered with the rest, showing 
smaller gross and net earnings and a 
higher operating ratio—that is, per cent. 
of expenses and taxes to gross earnings— 
while the balance for the common stock 
shriveled up almost to the zero point. 

In 1913 most of the roads did better, 

especially in the first half of the fiscal 
year, and Kansas City Southern did 
notably well. Both gross and net per 
mile rose to new high figures and the 
operating ratio came down to the lowest 
point since 1909. More money was really 
spent on maintenance than in the pre- 
vious year, but owing to the big increase 
in gross the per cent. of maintenance to 
gross was lower, as shown on the dia- 
gram. 
In fact, maintenance—which in our 
diagram includes both way and equip- 
ment—has always been well cared for on 
this road. Even for the ten years end- 
ing with 1909, the average maintenance 
expenditures per mile were a good deal 
higher than on the Rock Island or the 
M. K. & T., and just about equal to the 
Atchison. During the last five years 
K. C. So. maintenance has not kept up 
with the Atchison but has exceeded the 
other two companies. The road is in 
good condition. In fact, it could not have 
obtained such good operating results if 
it wasn’t in good condition. 

The company is heavily capitalized 
compared with other roads in the same 
territory. On the other hand, its capitali- 
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zation has not been piling up in recent 
years, as has noticeably been the case with 
many other lines. Both these points are 
brought out in the table herewith. 

It will be noted that Kansas City’s total 
of bonds and stocks per mile is about 
double that of Atchison, M. K. & T. and 
St. Louis S. W., and more than double 
that of C. R. I. & P. Lines; but it is, of 
course, much below the capitalization of 
the leading Eastern roads. But the rate 
of increase in the company’s capitaliza- 
tion has been less than that of any other 





Kansas City So 
Atchison 

Mo., Kans. & Texas 
C. R. I. & Pac. Ry 
St. Louis S. W 


*Decrease. tApproximate. 





COMPARATIVE SECURITY ISSUES 


Incr. in 5 years. 
Stocks. onds. 

32% 

1% 

52% 

43% 


Per Mile. 
Bonds. 


$58,100 
32,600 
44,700 

35,200 
25% 


33,200 
101,000 38% 
64,000 22%* 











A RAILROAD WITH A FUTURE. 


of the above roads except St. Louis S. W. 

Incidentally this table brings out very 
clearly the great differences in the 
methods of different roads in getting 
capital. Kans. City So., M. K. & T. and 
St. Louis S. W. have sold bonds for their 
needs. Atchison and Pennsylvania have 
sold stocks. New York Central and Rock 
Island have sold both. And stocks out- 
standing per mile of road operated vary 
from $10,400 on the C. R. I. & P. Lines 
to $128,000 on the Pennsylvania. 

Where a road has a large amount of 
stock outstanding, a greater change in 
earnings is, of course, required to equal 
one per cent. on the stock. For this rea- 
son it is likely that Kans. City So. com- 
mon stock is still some way from divi- 
dends. It would take a big volume of 
gross business to bring the earnings on 
the stock up to 6 per cent., for example. 

On the other hand, in discussing this 
matter of capitalization it is to be re- 
membered that Kansas City Southern’s 
mileage is practically all main line. Out 
of a total of 827 miles operated, only 39 
miles are branch lines; while each of 
the other systems included in the table 
has an intricate net-work of branch lines, 
on many of which the business handled 
is very light. Main line, over which flows 
a big volume of traffic, is entitled to a 
heavier capitalization than branch line 
trackage. The real test, after all, is gross 
earnings per mile ; and here Kansas City’s 
showing is good—for example, $12,900 
per mile in 1913 against $10,800 per mile 
for the Atchison. 

The most surprising feature is the way 
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in which revenue was maintained in the 
fiscal year 1914, which was such a hard 
one for all the roads. Beginning with 
July, 1913, the company had to face a re- 
duction in passenger rates from 2% to 2 
cents per mile in Missouri, from 3 to 2 
cents per mile in Arkansas, and from 3 
to 2 cents per mile in Oklahoma. Taxes 
were increased about 25 per cent., and 
crops were poor along the lines. But 
activity and further development in the 
oil fields furnished increased business, 
and, owing to better service the company 
was able to get more through fruit traffic. 
The final result was a moderate increase 
in both gross and net earnings. 

The diagram showing the train-load 
really contains the key to the road’s com- 
parative prosperity. Owing to better 
equipment and more efficient management 
the train-load rose from 289 tons in 1906 
to 412 tons in 1912, and then took a 
phenomenal further jump to 519 tons in 
1913 and 508 in 1914. As a result the 
operating ratio was actually lower for 
1914 than for 1908—a splendid showing 
in view of the conditions that have raised 
nearly all operating costs during those 
six years. 

As this is written the price of Kansas 
City Southern preferred, which has paid 
4 per cent. since 1907, is 50 bid. This 
puts it on an 8 per cent. basis, and it 
would certainly seem to be well worth 
the money. The common is 20% bid, 
offered at 21, and the earnings on the 
common for the fiscal year 1914 rep- 
resented about 13% per cent. on that 
While doubtless still a long way 
from dividends, the common has excel- 
lent speculative prospects. 
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| The Company That Was Ready 


| Bethlehem Steel Is Turning the War Into Profits 














the last annual report of the 

Bethlehem Steel Corporation, 

President Schwab, after stat- 

ing that during the year the 
company had taken over the Fore 
River Shipbuilding Corporation, cas- 
ually remarked, “Control of the Fore 
River plant gives your corporation fa- 
cilities for building, on the Atlantic 
seaboard, complete battleships fully 
armored and equipped.” 

The latest reports are that the com- 
pany will not build battleships for use 
in the present war, in deference to 
President Wilson’s ideas in regard to 
the spirit of neutrality, and that work 
on submarines now in progress will be 
discontinued. This may cut off some 
of the profits that Bethlehem Steel had 
expected to make out of the war, but 
not all, ag many forms of war supplies 
do not come under the President’s ban. 
It is stated that “blast furnaces of the 
Bethlehem Steel Corporation are oper- 
ating full; ordnance and armor plate 
works are running day and night; rail 
and structural mills are operating sin- 
gle turn.” 

The mantle of “Canny Andrew” 
seems to have descended upon “Canny 
Charlie,” in spite of the difficulties that 
might be supposed to lie inherent in 
the name Schwab. The small diagram 
herewith shows more plainly than 
words could express what he has done 
with his company since 1908. The 
minor depression of 1911 found Beth- 
lehem Steel invulnerable ; 1913—not an 
especially profitable year for most of 
the steel companies—brought a gigan- 
tic wave of prosperity to this com- 
pany; and 1914 bids fair to equal 1913 
and possibly exceed it. 

The dotted extensions of the lines on 
the diagram show the rate at which 
the company was earning on its stocks 
for the first six months of 1914, and it is 
likely enough that the second six 


months will exceed that showing. The 
5 per cent. dividends paid on the pre- 
ferred stock during the last two years 
look trifling indeed in comparison with 
the amount earned on it. 

The principal reason for this aston- 
ishing growth is contained in seven 
words: Continued improvement of plant 
out of earnings. Instead of paying out 
the earnings year by year in the form 
of dividends, Schwab has_ turned 
around each year and put the money 
back into the plant. 

In point of fact, a brief calculation 
shows us that the earnings shown in 
the diagram—in accordance with the 
published reports of the company—are 
undoubtedly somewhat below the ac- 
tual earnings. That is, a certain amount 
of new construction has evidently been 
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GOOD PROSPECTS FOR 


charged to “Repairs and Renewals.” 

On the face of the returns Bethle- 
hem Steel has had available in the last 
five years about $14,500,000 of earnings 
and $16,000,000 from sale of bonds to 
spend on enlargement and improve- 
ment of plant. But Schwab says that 
he has been spending about $6,000,000 
a year on the Bethlehem plant, or $30,- 
000,000 in five years. “Property ac- 
quired” in 1913 was stated to be $4,- 
203,000 additional. Then there was the 
purchase of the Chile ore the previous 
year, the cost of which was never given 
out. 

Figure it out and you-find that a 
good deal more was spent on the plant 
than was apparently available from 
earnings and bond sales. This was, in 
all probability, charged to renewals 
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and deducted before the earnings fig- 
ure was arrived at. 

Under these conditions we are not 
at all surprised to find the preferred 
stock now selling at 89%, against an 
official minimum of 79%, and the com- 
mon at 41% against a prescribed mini- 
mum of 30. At 85 the refunding 5s 
yield nearly 6 per cent., and offer a 
high degree of safety at that rate. 

The high position of the preferred 
in our “Bargain Indicator” is based on 
the 1913 earnings, but the 1914 results 
bid fair to be just as good. Under 
Schwab’s expressed policy the com- 
mon is not likely to get dividends as 
yet (he didn’t own any of it according 
to last reports—all his holdings were 
of the preferred), but investors feel 
that the value is behind it nevertheless. 








Good Prospects for Butte & Superior 


Heavy Earnings Even at a Low Price for S$pelter 


FOR the quarter ended September 

30, 1914, Butte & Superior earned 
at the rate of 74 per cent. yearly on the 
par value of its stock outstanding, or 
at a rate of 22 per cent. on the present 
price of $33 per share. 

The price of spelter during that 
quarter ranged between 5.03 and 5.63 
at New York, which was of course 
very low. Spelter is now about 5.70, 
and every advance of one cent a pound 
for spelter means, if maintained for a 
year, about $5 a share or 50 per cent. 
on par for Butte & Superior stock. 

For the corresponding quarter of 
1913 spelter at New York ranged be- 
tween 5.41 and 5.83. If spelter had 
been this price during the last quarter, 
earnings on the stock would have been 
about 90 per cent. on par. 

In the same quarter of 1912 spelter 
sold between 7.13 and 7.55 at New 
York, which would represent earnings 
of about 170 per cent. on par, other 
things being equal, or over 50 per cent. 


on the basis of the present price of 33. 

It is easy to see from the above why 
there are so many enthusiastic bulls 
on Butte & Superior. 

Of course, this is a vein mine, so that 
ore reserves cannot be measured and 
calculated as in the case of a porphyry 
copper. The shaft is now down only 
1,600 feet, but so far the zinc content 
of the ore is better than at higher 
levels and the width of the vein is fully 
maintained. Silver content is less at 
the lower depths, but this is relatively 
unimportant. 

During most of the fourth quarter 
of 1914 the mine has been shut down 
for repairs to the shaft, which was 
built before there was any expectation 
of such large production as has devel- 
oped recently. It was a favorable time 
to do this work because of the low 
price of spelter. Now, however, spelt- 
er is rising and mining will be resumed 
about January 1, with excellent pros- 
pects for continued large profits. 
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and from official sources. 





_ items below are condensed from leading financial and investment publications 
Neither THe MAGAZINE oF WALL Street nor the authori- 


ties quoted guarantee the information, but it is from sources considered trustworthy. 
We endeavor to present in a few words the essential facts in regard to each company. 
For additional information, see also “Bargain Indicator” and “Forum.” 


cultural Chemical—DIVIDENDS of 
1%% on pfd. and 1% on common, quarterly, 
declared as usual, pee Jan. 15. Co. is 
in better position than other fertilizer Cos., 
as less of its business is in the South. 


American Can—YEAR 1914 has.been a 
prosperous one. Fruit canning season pro- 
duced large business, and salmon packed on 
Pacific Coast was nearly as good as last yr. 
Export market in tinned meats and fruits 
has been strong, thus increasing demands 
on tinned can makers. Improvements in 
adding machine are expected to lead to fur- 
ther development of this branch. Earnings 
of over 5% on common stock are expected, 
against 2.7% last yr., when the full discount 
of $1,050,000 on debentured bonds was 
charged against earnings. Pfd. div. is as- 
sured but arrears will probably not be paid 
for some time. 


American Cities —DIV. OF 3% on pfd. 
stock declared as usual. No action on com- 
mon. Earnings of Co. are reported about 
the same as last yr. 

American Cotton Oil. — OCEAN 
FREIGHT rates are 100% and in some 
cases easily more above rates of 60 days 
ago. This is interfering with exports. Co.’s 
normal foreign business is 1,000,000 barrels, 
or 25% of total. 


American Linseed —ANNUAL REPORT 
for yr. ended Sept. 30 showed decrease in 
gross of $731, from previous yr. Ex- 
penses decreased $593,000 and net earnings 
decreased $137,000. Floating debt was in- 
creased from $260,000 to $1,545,000. Surplus 
for divs. was $306,000 against $496,000 the 
prev. yr. Co. earned 1.8% on pfd. stock 
against 3% in 1913, 2.6% in 1911, 4.3% in 
1910, 5. in 1909. In 1912 there was a 
deficit of $478,000. Working cap. Sept. 30 
was $5,159,000 against $5,057,000 in 1913. 
Co. expects better conditions when the war 
is over. 

American TET ENSION OF 
BONDS maturing Dec. 1, 1914, has been 
arranged. On account of war Co. made 
proposition to bondholders to extend 2% 

at 6% with bonus of per bond of 
$1,000. Holders of $1,983 bonds accepted 
and small remainder of bonds has been ex- 


tended without bonus. 


American Shipbuilding —EARNINGS for 
yr. ended June 13, 1914, were 3.5% on pfd. 
stock, the lowest for 10 yrs. In 1910 8.2% 
was earned, but a steady decline has been 
shown since that time. In 1914 16 vessels 
were constructed having a tonnage of 83,000. 
Condition of property has been well main- 
tained and the Co. is in excellent shape to 
profit by revival of business when it comes. 
Dullness of business on the Grt. Lakes has 
been mg due to depression in the iron 
and steel trade. 


American Sugar—BEET SUGAR IN- 
VESTMENTS of Co. have now been re- 
duced to $15,802,000, entire holdings in 
Utah-Idaho and Amal. Sugar having been 
sold. Total beet stocks sold during 1914, 
$6,297,000. Price obtained was better than 
book value at which stocks had been car- 
ried. Since Aug. 1 raw sugar has fluctuated 
from high of 6.5c. to low of 3.45c., while 
refined prices have varied from 7.5c. to 5c. 
The reaction has cut off abt. 75% of the big 
paper profits which were figured soon after 


the war began. 
hone & Telegraph. — 
O PACIFIC TEL. Co. 


American Tel 

PROPOSITION 

to exchange 2 shares of Amer. Tel. for 9 
shares of Pac. Com. amounts to issuing abt. 
$2,000,000 addtl. Amer. Tel. stock, and add- 
ing $160,000 to divs. There would be no 
income from the Pac. stock turned in. Basis 
of exchange figures abt. 253% for Pac. Tel. 
with Amer, at 116. Pac. Tel.-is now earn- 
ing less than 2%. Amer. Tel. already owns 
50.5% of Pac. Com. If this stock is acquired 
Amer. will be practically entire owner of 
stocks of Bell subsidiaries, outside New 
England, having more than a 90% invest- 
ment. Traffic, Both toll and exchange, has 
recovered from the depression resulting 
from the war, and is now equal to last yr. 


American Woolen. — FOREIGN OR- 
DERS for blankets, etc., are not large as 
yet, says Pres. Wood. Many inquiries have 
been received, but little or no business has 
resulted. Reg. div. of 14% declared on 
pfd. stock. 

Atchison, Topeka & Santa Fe.—EARN- 
INGS Ist 4 mos. of fiscal yr. showed an 
increase in net of over $2,000, Co. has 
benefited more than any other road from 








THE INVESTMENT DIGEST. 


prosperity in the grain growing sections, 
due to large crops and war prices. In fiscal 
yr. ended June 30 net decreased $1,600,000 
from previous yr. If earnings during the 
remainder of peas r. equal last yr. there 
will be a balance of abt. 8%% for com. 
stock. Co. is fortunate in having done ex- 
tensive financing when its bonds could be 
sold on a 4% basis, which put Co. in a 
strong position. 


Atlantic Coast Line —-EARNINGS in Oct. 
showed loss of $600,000 gross and $500,000 
net, from Oct., 1913. Annual report shows 
good earnings for yr. ended June 30, gro. 
being largest in history of Co. and surplus 
for divs. largest except 1913 and 1911. How- 
ever, ratio of expenses and taxes to gro. 
earnings rose to 75.4 against 72.2 in 1913. 
This ratio has advanced continuously from 
66.5 in 1910. Increase was shown in num- 
ber of passengers carried and amount of 
freight moved, both being new records. In- 
crease in expenses was distributed as fol- 
lows: Increase in payrolls, $518,000; valua- 
tion, $195,000; crossties, $160,000; equipment 
renewals, $76,000; equipment depreciation, 
$69,000; high cost of fuel, $93,000; repair 
material, ,000—illustrating the wide dis- 
tribution of higher costs. Div. reduced from 
7% basis to 5%. 


Baltimore & Ohio.—MAGNOLIA CUT- 
OFF in Allegheny Mtns. costing $6,000,000 
is nearly completed. It is expected to save 
at least $268,000 operating expenses and to 
facilitate speed of freight movement. 


Bethlehem Steel—-WAR ORDERS 
brought back from Europe by C. M. 
Schwab amounted to abt. $50,000,000, largely 
guns, projectiles, shrapnel, steel plates, etc. 
These did not include orders for submarines. 
Belief prevails that Schwab intended to 
sound Washington before entering into ac- 
tual contract for submarines. Much of ord- 
nance and armour plate capacity is now busy 
for U. S. and other neutral countries. Be- 
fore submarine contracts were mentioned 
Schwab said Co. had more business than it 
could handle, except for structural steel and 
steel rail mills. 


Boston & Maine—INCREASED EARN- 
INGS are a new and gratifying feature on 
this road. Oct. showed largest net since 
Sept., 1912, with exception of Aug., 1913, and 
exceeded fixed charges for that month. Gro. 
decreased $79,000 from Oct., 1913, but op- 
erating expenses decreased $296,000, of 
which only $106,000 was due to decreased 
maintenance. Deficit last yr. was over $2,- 
000,000 and there has been further decrease 
in net Ist 4 mos. of this yr. $341,000, hence 
increased operating efficiency is important. 


Brooklyn Rapid Transit—NOV. EARN- 
INGS showed a decrease of $1,600 a day in 
gro., the first substantial decrease in income 
shown for many mos. Net earnings were 
relatively better than gro. Business of Co. 
is, however, better maintained than Manhat- 
tan traction Cos., which have been losing 
heavily, especially on surface lines. 
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Brooklyn Union Gas—STRONG POSI- 
TION of this Co. as measured by relation 
of capitalization to plant and property, and 
also by proportion of net quick assets to 
capitalization, is shown by recent report. 
Estimated property value is $50,000,000 and 
combined stock and bonds outstanding total 
$33,000,000. Surplus is now about 20% of 
total capitalization, or more than 35% on 
capital stock alone. Net quick assets are 
abt. $5,000,000, or 27% of capital stock. 
Co.’s output in 1914 established a new rec- 
ord, increase over prev. yr. being 5.9%. Co. 
has financed large expansions since 1908 out 
of current earnings, meanwhile paying 8% 
div. This Co. was one of the first to push 
the sale of gas appliances and extend busi- 
ness from lighting field to cooking, heating 
and power. 


Canadian Car & Foundry.—DIVIDEND 
PASSED on pfd. stock, usually 134% quar- 
terly, owing to war. Plants are well main- 
tained and ready for business, but contracts 
cannot now be closed. 


Canadian Pacific——-TREMENDOUS DE- 
CLINE in gro. earnings is attracting atten- 
tion. Decrease in Oct. was 36% in gro. and 
40% in net from previous yr. For 4 mos. 
decrease was 19% gro., 18% net. Holding 
back of crops by farmers for higher prices 
is principal cause. Pres. Shaughnessy says 
eee substantial improvement a little 
ater.” 


Case Threshing Machine-—CASH POSI- 
TION of Co. is strong. It had no difficult 
in taking up instalment of its Ist mort. 6% 
bonds amounting to $1,500,000 Dec. 1. 


Central Leather.—DIV. OF 3% on com- 
mon stock is confidently expected. War 
has greatly benefited the leather trade. 
Domestic demand is below normal, but de- 
crease here has been more than made up 
by increase abroad. For 9 mos. ended Sept. 
30 earnings were at yrly. rate of 6% on 
common stock against 5.2% last yr. and 
8.6% in 1912. Co.’s cash position is be- 
lieved to be strong. At end of 1913 it had 
$5,632,000 out on call. 


Chesapeake & Ohio—DIV. OF 1% de- 
clared payable Dec. 31. Rate has been 1% 
uarterly, but last Aug. div. was passed. 
irectors did not designate the payment as 
either quarterly or semi-annual. 


Chicago & Alton—ANNUAL REPORT 
yr. ended June 30, 1914, showed a deficit 
after fixed charges of $2,762,000 against $1,- 
883,000 in 1913 and $303,000 in 1912. In 
1911 there was a surplus of $151,000. In- 
creased operating expense has contributed 
to this poor showing, but gro. earnings for 
1914 were actually smaller than in 1911. 
Co. must develop more traffic before it can 

in profit. The road appears to have been 
fairly well maintained. 

—AN- 


ene paiageen & Quincy. 
NUAL REPORT showed earnin 


of 10.3% 
on common stock against 10.6% in 1913, 
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9.2% in 1912 and 10.8% in 1911. Surplus 
after regular 8% divs. was $2,531,000. Ap- 
propriations for betterment were $5,715,000 
against $7,647,000 in 1913. Average train 
load was 478 tons against 406 tons in 1911. 
Operating expenses consumed 71.3% of gro., 
and average last 4 yrs. was 71.6% against 
74.4% during previous 4 yrs. 


Chicago Elevated —ANNUAL REPORT 
for yr. ended June 30 shows a small increase 
in a earnings and a decrease in expenses, 
making the net increase $222,000. Surplus 
after divs. for yr. was $13,000 against a def- 
cit of $177,000 in 1913. 


Cc o & Northwestern. — GOOD 
EARNINGS at a time of general railroad 
embarrassment distinguish this road. In 4 
mos. to Oct. 31 Co. has earned half its yrly. 
divs. on its $152,512,000 common stock. Ap- 
ey stock will earn not less than 10.5% 
or the fiscal yr. The large crop and high 
prices for wheat have resulted in prosperity 
along Co.’s lines. Its cash bal. is now over 
15,000,000. Co. gets fully 90% of coal used 
rom its own fields in Ill. Maintenance this 
r. will take $25,000,000 against less than 
319,000,000 in 1912 


Cities Service—OCT. EARNINGS were 
ogee over Aug. and $21,000 over Sept. 

o pfd. or common divs. have been paid 
since July 1, 2% having accumulated on pfd. 
Co, is using its cash for corporate purposes, 
owing to difficulty of raising new capital 
under present financial conditions. 


Colorado & Southern—ANNUAL RE- 
PORT for yr. ended June 30 showed sharp 
decrease in gro. earning 13,222,000 in 
1914 against $15,077,000 in 1913. This was 
the smallest gro. since 1906. Expenses and 
taxes were somewhat smaller than last yr., 
but the ratio of expenses to gross arose from 
67.7% in 1910 to 78.5% last yr. At the same 
time per cent. earned on pfd. stock fell from 
17.3% in 1910 to 2.4% in 1914. The decrease 
in revenue was largely result of the coal 
miners’ strike in Colorado, which extended 
throughout practically the whole of the last 
fiscal yr. Divs. on Ist and 2nd pfd. stocks 
were passed last April. However, Oct. net 
earnings increased nearly 65% over Oct., 1913, 
and the Nov. figures will evidently show a 
similar iniprovement. 

Consolidated Gas—BOOK VALUE of 
stock on basis of latest figures is about $140 
a share, but Co. carries its own real estate 
at. $10297 000 while the assessed value is 

79,000. Ttl. value of assets is estimated 
at about $265,000,000, or over $260 a share. 
Trustees have voted to permit stockholders 
to subscribe for the new debentures at par 
to extent of 25% of their holdings. These 
debentures will be 6%, dated Feb. 1, 1915, 
payable Feb. 1, 1920, and convertible into 
stock at par after Feb. 1, 1918. They have 
sold above 110 on the curb “when issued.” 


Crucible Steel. — ANNUAL REPORT 
showed earnings of 4% on pfd. for +3 ended 
Aug. 31, against 19.6% in 1913, 13.7% in 
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1912, and 10.2% in 1911. This was Co.’s 
poorest yr. since 1908, when a deficit of 
$520,000 was shown. There was a decrease 
of $1,000,000 in working capital. Co. now 
controls and operates abt. 4,500 acres of 
coal land. Construction of new plants at 
Syracuse is nearly completed, but nothing 
has been done toward installing machinery. 
Plants are operating at abt. 50% of capacity. 


Delaware, Lackawanna & Western.—EX- 
TRA DIVS. of 10%, payable Dec. 21. This 
has been customary for yrs. Since organ- 
ization in 1849 Co. has paid 599% to stock- 
holders. 


Distillers. — PROHIBITION VOTE, 
which placed several states in the dry 
column last Nov., has not adversely affected 
this stock. Better earnings of sub-Cos. have 
resulted in improving prices for both bonds 
and stocks. 


Erie—GROSS EARNINGS are running 
slightly less than last yr., but net earnings 
are nearly 10% better. Operating expenses 
have been sharply reduced and maintenance 
of way and structures decreased abt. 20%. 
Stockholders approved the $300,000,000 re- 
funding and improvement mortgage. Rate 
of int. will be determined as bonds are is- 
sued to meet maturing obligation. Co. now 
has outstanding over $28,000,000 in short- 
term notes and equipment obligations in- 
crease total to $60,000,000 securities matur- 
ing within abt. 6 yrs. Maintenance of way 
and equipment during past 5 yrs. has aver- 
aged $7,101, against $6,271 for previous 5 
yrs. As a result average train load in 1914 
was 590 tons against 469 tons in 1909, and 
revenue per train mile $3.40 against $2.75 
in 1909. Double tracking of line New York 
to anne was completed late in 1913. In- 
crease of 5% in freight rates would mean 
a difference to Co. of abt. $2,000,000. Re- 
vival of business should be reflected in 
stock of this Co. as quickly as in any other 
low-priced railroad stock. 


Federal Light & Traction—DIV. DE- 
FERRED on pfd. stock. Usually 14% 
quarterly. Destruction of Hot Sprgs. plant 
by fire a year ago, strike in Colorado coal 
district and rate reductions in Tucson, Ariz., 
and in Springfield, Mo., have operated to 
disadvantage of Co. Pres. Sanderson says: 
“Turning point has been passed and in- 
creased earnings will follow restoration of 
normal conditions.” 


General Chemical—EXTRA DIVS. of 
5% on common and regular 14% quarterly 
on pfd. Ttl. profits for 1914 will exceed 
1913 by abt. $100,000 and will exceed all divs. 
by over $800,000. 

General Electric—ORDERS ARE now 
running abt. 50% of last yr. against a rate 
of abt. 60% up to Oct. 1. Ttl. for 1914 will 
be between 000,000 and $85,000,000, 
against $111,819,000 last yr. War has not 
produced export business for this Co. Co. 
recently installed for N. Y. Edison the me. 
est steam turbine in the world, 45,000 h. p. It 
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is now building a 52,000 h. p. turbine and 
states that 75,000 h. p. would be practical. 


General Motors.—PRODUCTION IS 
running abt. the same as last yr. in spite of 
rumors to the contrary. Would be ahead 
of last yr., but for radical change in the 
Cadillac. Output of Cadillac is sold ahead 
through next July, but mechanical difficul- 
ties have prevented normal production of 
this car. Gmeaet Motors has fewer unsold 
cars now than last yr. Cadillac & Buick 
comprise over 80% of Co.’s production. 


oa) Lay Tire & Rubber—ANNUAL 
REPORT shows earnings fiscal yr. ended 
Oct. 31 equal to 36% on common after 7% 
on pfd. Paid on common 12%. Current as- 


sets Fa against current liabs. of 


$668,000. Co. carries patents, trademarks 
and good will at $1. Cash on hand $2,- 
862,000, against $1,141,000 last yr. 


Great Northern Ore—U. S. STEEL 
LEASE expires at end of 1914. Co. will 
proceed to develop properties on its own 
account. Contract already let to strip 8,- 
500,000 cu. yds. 


Hocking Valley.—DECLINES in net have 
been shown under Chesapeake & Ohio con- 
trol. Last fiscal yr. gro. earnings fell off 
15% from previous yr., while net declined 
over 50%. This contrasts with increase in 
ttl. income of 7.4% in 1913 and 0.7% in 
1912. Increase in net 1913 was 4.7%, 1912 
decrease 2.7%. There has been noticeable 
decline in outlay for renewal of rails, ties, 
ballast, etc., since 1911. 


Interborough-Metropolitan. — EX TRA 
DIV. of 5% on Interborough Rapid Transit, 
sub-Co. of Inter.-Met., will aid parent Co. 
in meeting notes due July 1, 1915. All float- 
ing debt will probably be liquidated before 
payment of Inter.-Met. divs. Good earn- 
ings for I. R. T. have resulted in rapid rise 
in price of Inter.-Met. 444% bonds. 


International Paper—N EWSPRINT 
CONTRACTS running out in Dec. will 
probably be renewed at higher prices for 
— P Experts look for a basis of 2.10 
to 5 


Kansas City Southern—PREFERRED 
DIVS. seem to be assured. Net earnings 
have fallen off only $85,000 since July 1. 
Last yr. there was a surplus after pfd. divs. 
of more than $806,000. Result has been 
relative strength in price of stock. 


Laclede Gas (St. Louis)—EARNINGS 
for 1914 will equal abt. 7.5% on common 
and still better results are expected in 1915 
from operation of the new plant. Price of 
85 for stock last July was lowest in over 

yrs. 

t Valley —RAPID RECOVERY 
of price of this stock is attracting attention. 
At low price of July the income yield was 

In last 5 mos. Co. has earned 6% 
mos. div. requirements at 10% div. rate. 
Operating expenses have been reduced as 
much as gro. has declined in spite of the 
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fact that maintenance of ourpanent has 
consumed of gro. against 18% last yr. 
Co. has taken advantage of idleness of 
equipment to put it in good shape. Ratio 
of transportation expense to gro. earnings 
for 4 mos. 32.8%, against 34.7% in 1913. 

Loose-Wiles Biscuit—REGULAR DIVS. 
144% quarterly on both Ist and 2nd pfd. 
stocks have been declared. 

Louisville & Nashville.—DIVS. RE- 
DUCED from 7% basis to 5% by last 
declaration. 

Maine Central.—DIVS. at regular rate of 
14% quarterly, payable Jan. 1. For 4 mos. 
of current fiscal yr. an actual increase of 
18% has been shown in net earnings, al- 
though gro. earnings fell off slightly. The 
big potato crop has helped earnings. 

Massachusetts Electric—REGULAR 
DIV. of 2%, payable on pfd. stocks Jan. 1. 
Margin above divs. is less than 2 yrs. ago, 
but with any return to normal business con- 
ditions gro. income should expand quickly. 

Massachusetts Gas—I NCREASED 
EARNINGS for 4 mos. of fiscal yr. $34,000 
over 1913 and $27,000 over 1912. Oct. net 
was 10% over Oct. 1913. 

Minneapolis & St. Louis.—INCREASED 
EARNINGS since July 1 are largely result 
of good crops. Gain over last yr. abt. 4.4%. 

Missouri, Kansas & Texas—ANNUAL 
REPORT for yr. ended June 30, 1914, 
showed decrease in gro. earnings and in- 
crease in expenses and taxes, making the 
operating ratio 76.8% against 74.2% in 1913, 
and 79% in 1912. This reduced surplus for 
divs. to $539,000, against $2,316,000 in 1913 
and $17,000 in 1912. Droughts, floods and 
rate reductions depressed earnings. For Ist 
4 mos. of present yr. gro. has fallen off a 
little, but sharp cuts in expenses reduced 
the loss in net to $6, Maintenance 
charges have been reduced and if this policy 
continues the property must suffer, as its 
standard of maintenance in the past has not 
been particularly high. Co. has $19,000,000 
5% notes commas due May 1, 1915, and some 
doubt is felt whether Co. can successfully 
refund or extend these notes. This accounts 
for low price of its bonds. 

Missouri Pacific—INCREASED NET is 
encouraging feature of earnings. Ist 4 mos. 
of fiscal yr. gro. decreased 000, but op- 
erating expenses decreased ,000, making 
net increase of $733,000. his was due to 

od results on Mo. P. proper., as the Iron 

ountain line showed a decrease. Big 
wheat crops have helped Mo. P. while Iron 
Mountain has suffered from the cotton mills 
tie-up. 

National Lead—FOREIGN ORDERS 
have helped Co. not only from countries at 
war, but from neutral nations in E . 
South America and Asia, formerly supplied 
by Germany. Co. hopes to hold some of 
this trade after the war is over. 

New York Air Brake—REGULAR 
DIVS. 1%% quarterly, payable Dec. 23, to 
stock of record Dec. 2. 
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New York Central—-DECREASED GRO. 
continues the principal feature of earnings, 
10 mos. being $24,682,000 less than last yr.; 
decrease in net $7,492,000. Consolidation 
with Lake Shore has now been arranged, 
and this will permit Co. to share in earnings 
of Lake Shore, which have been very large. 
ag will assure the continuance of regular 
ivs. 


New York, New Haven & Hartford.— 
EFFICIENT MANAGEMENT is notice- 
able in returns for recent month. Gro. is 
running nearly 5% less than last yr. but 
transportation costs have been reduced so 
that a slight increase has been saved for 
surplus. his has been done without any 
important reduction in maintenance of way 
or equipment. 


New York Railways—ANNUAL MEET- 
ING Dec. 7 resulted in a compromise, the 6 
directors representing the share holders 
being re-elected, and 4 new directors repre- 
senting the income bond holders. The 
main point of disagreement concerned the 
injuries and damage reserve fund set aside 
out of current earnings, which has averaged 

of gro. since birth of present Co. in 
1912. Suit has been brought to secure court 
interpretation of deed of trust covering 
bonds but has not yet come to trial. Bal- 
ance earned for income bonds 4 mos. ended 
Nov. 1 was —— against $508,000 in same 
mos. of 1913. 


Norfolk Southern—ANNUAL REPORT 
for yr. ended June 30, 1914, covered 4th yr. 
of operations of re-organized Co. Deficit 
after charges was $53,000 against surplus of 
$903,000 or 5.6% on stock in 1913, and sur- 
~ of $667,000 or 4.1% on stock in 1912. 

ivs. at rate of 2% were paid from Feb. 
1911 until last Mar. The tidal wave of Sept. 
1913 caused heavy damage and spring rains 
impeded traffic. The iy | ratio was 
73.3% of gro. against 64.3% in 1913. Main- 
tenance of way increased 18.5% and of 
equipment 16.7%. The new lines between 
Raleigh and Charlotte, about 300 miles, have 
not yet become productive, but develop- 
ment in that section is rapid. 


Norfolk & Western—REDUCED OPER- 
ATING EXPENSES enabled this road to 
earn its regular dividend in Ist quarter of 
fiscal yr. with $1,100,000 to spare. Operat- 
ing ratio is about 2% lower than last yr. 


Pacific Coast. — CONDITION OF 
PROPERTIES is excellent. Co. owns and 
operates 18 steamships, 57 miles railroad 
Seattle to Franklin, 105 miles narrow gauge 
road in Cal., docks and wharves at Seattle, 
Tacoma, San Francisco, Scagway, Nome 
and other points, coal lands in Wash., with 
acreage of 12,180, real estate in San Fran- 
cisco, Seattle, Portland and Alaska ports 
and over 3, acres of timber and cutover 
land in Washington. Co. has controlling 
interest in st of Colo. Puget Sound 
Railroad, Pacific Coast Ry., c. Coast 
Coal Co., Pac. Coast Steamship Co.; also 
one half capital stock of Juneau Steamship 
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Co. and Ketchicken Wharf Co. The variety 
of its business tends toward stable earnings. 
Common stock and 2nd pfd. share equally 
and paid 6% in 1911, 1912 and 1913, and 
5%% in 1914. 


Pacific Gas & Electric—SURPLUS for 
1914 will be abt. 40% above 1913. It is be- 
lieved that divs. will be resumed at 4% 
next yr. When $12,500,000 pfd. stock was 
offered last June Co. committed itself to 
policy of common divs. early in 1915. 


Philadelphia Company. — EARNINGS 7 
mos. ended Nov. 1 were less than last yr. 
Earnings of oil properties have been affect- 
ed by decline in price of oil, while sales of 
natural gas were less owing to depressed 
conditions in Pittsburgh. Warm weather 
this fall has cut down domestic sales of 
gas. Better results are expected with cold 
weather and with improved industrial con- 
ditions. 


Pittsburgh, Cincinnati, Chicago & St. 
Louis —DIVIDEND PROSPECTS are un- 
certain. For 5 yrs. up to 1913 Co. paid 5% 
on both common and pfd. In Mar., 1914, 
directors reduced pfd. to 1% quarterly and 
common to 4%. In June pfd. received only 
14% and common div. was passed. Pfd. is 
entitled to 4% before common gets any- 
thing. In 1913 floods cost Co. $1,800,000, so 
that net for divs. was only 2.3%. Since 
then depressed business conditions have pre- 
vented making up the loss. 


Pullman.—OFFICIAL SAYS: “We will 
continue our present course at regular work 
through the winter.” 


Remington Typewriter. — DIVIDENDS 
DEFERRED on Ist and 2nd pfd. stocks in 
view of unsettled conditions of business 
abroad. 


Republic Railway & Light—EARNINGS 
on common stock for year ended Oct. 31 
were 3.7% against 2.1% previous yr. For 
10 mos. ended Nov. 1 gro. increased 2.5%, 
while operating expenses and taxes decreas- 
ed 2%, net gaining 10%. Gross earnings 
have decreased in recent months, owing to 
depressed conditions in industrial districts 
of Ohio and Pa. i 


Republic Steel—SURPLUS FOR DIVI- 
DENDS for 1914 will be nearly 5%. Low 
price of Ist mortgage 5% bonds has attract- 
ed attention. These bonds have back of 
them properly valued at $68,000,000, over 
$13,000,000 of which represents new moncy 
and construction since 1910. Also big min- 
eral values and a large amount of unde- 
veloped ore. Total bonds outstanding are 
only $13,305,000 and $3,000,000 notes secured 
by bonds. The ore reserves alone is esti- 
mated at value of nearly twice this amount. 
Co.’s net quick assets are abt. $11,000,000. 
Total funded debt is abt. $1.63 per ton of 
capacity for finished steel yearly against 
$3.30 to $4.20 for 3 of Co.’s principal com- 
petitors. 


















Riker & Hegeman. — SUBSCRIPTION: 
RIGHTS to stockholders are for 10% of 
their present holdings in new stock at par. 
Payments 40% of purchase price Dec. l4, 
balance Jan. 14, 1915. 


Rock Island.—ANNUAL REPORT of 
C. R. I. & P. Railway for yr. ended June 
30, 1914, was worst for many years. Bal. 
for divs. was only $450,000 or 0.6% on stock 
against 5.4% in 1913, 5.1% in 1912 and 7.3% 
in 1911. Nearly all this stock is owned by 
Cc. R. L. & P. railroad, and pledged behind 
that corporation’s collateral trust 4% bond, 
now in default. Decline in gro. was largely 
result of last year’s poor corn crop, and the 
taxes were $600,000 over 1912, other income 
$600,000, interest $1,200,000 larger and rent- 
als $300,000 greater. Co. has suffered severely 
from reduction of freight and passenger 
rates by state and federal government rul- 
Operating ratio was 79.6%, having 


ings. 
advanced almost continuously from 70.6% 
in 1907. 


St. Louis & San Francisco.—RESTITU- 
TION SUIT against directors for $14,000,- 
000 has been practically abandoned. Attor- 
neys for receiver state that they do not 
believe any directors have been guilty of 
actual or intentional fraud. 


Sears Roebuck.—SALES for 11 mos. $90,- 
329,000, an increase of 5.1% over 1913. Dec. 
business has been large and sales for the 
full yr. will probably exceed $100,000,000, 
the largest on record. 


Sloss-Sheffield Steel & Iron. — PRE- 
FERRED DIVIDEND of 14% was paid 
in scrip redeemable in 1 yr., bearing 6% 
int. Pres. Maben says div. was earned, but 
depression warrants conservation of re- 
sources. Co. is now operating 2 out of 7 
blast furnaces and has 147,000 tons of iron 
on hand. Co. can make a profit at selling 
price for pig iron below cost of production 
for most merchants, but at present cannot 
sell iron. After Jan. 1 an improvement is 
expected. 


Southern Pacific—EARNINGS Ist 4 mos. 
of current fiscal yr. nearly $2,000,000 net 
less than last yr. At this rate balance for 
divs. would be abt. 5% on the stock, against 
7.5% last yr. The road is well equipped, well 
managed and runs through a rich territory. 
It is hoped that earnings will improve in 
later months. 


Southern Railway—EARNINGS are 
making a relatively poor showing owing to 
dull business in the South, on account of 
inability to sell cotton. Co. is rushing work 
on its block signal system, having nearly 
completed installation on 110 miles. When 
completed this system will protect 300 miles 
of the 649 miles between Atlanta and Wash- 
ington. Signals will indicate to the engi- 


neer a train ahead, a broken rail, open 
Switch, or other obstruction 4 miles in ad- 
vance. 
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Sterling Gum.—SALES Ist 6 mos. since 
incorporation have increased from $35,000 
in Apr. to $151,000 in Sept. This is “going 
some” under present business conditions. 
Co. has sent a man to England for organ- 
ization purposes. Percival H. Hill states 
that George J. Whelan is not in any way 
connected with the management of this Co. 


Texas & Pacific—GROSS EARNINGS 
last fiscal yr. were largest in Co.’s history 
and the new management has made remark- 
able headway with the property. Increase 
of freight business was 2.4% and passenger 
2.1%, yet cost of transportation was $369,- 
000 less than in 1913. Greater efficiency 
was shown in almost every item of ex- 
penses. 


Third Avenue—GROSS EARNINGS are 
practically equal to last yr. After all 
charges, including apportioned interest on 
adjustment income bonds, surplus lst 4 mos. 
of fiscal yr. was $396,000 against $445,000 
same mo. last yr. This would equal over 
2% on stock, but in view of Pres. Whit- 
ridge’s well known views, no div. is expect- 
ed for some time to come. 


Twin City Transit—NET EARNINGS 
for 10 mos. of 1914 were 3.5% over 1913 
and will evidently yield considerably over 
the 6% div. requirement for common stock. 
Co. opened this yr. 5 new car lines with 15.4 
new mileage, and 10.1 re-constructed. This 
new mileage is not now self-supporting, 
but is in rapidly developing territory. Co. 
will do less new work next yr. 


Union Pacific.—GROSS EARNINGS for 
4 mos. ended Nov. 1 were $34,392,000, a de- 
crease of $1,577,000 from last yr., while net 
decreased $645,000. Of the $75,000,000 cash 
received last year from sale of Southern 
Pacific stock, $50,000,000 had been invested 
in other securities by June 30, 1914. 


United Cigar Stores—HIGHER DIVI- 
DENDS are rumored, but directors will not 
discuss possibilities of an extra disburse- 
ment. It is stated that earnings of the 
various real estate sub-Cos. whose stock is 
owned by United Cigar have been equal 
to last yr. in spite of generally unsatis- 
factory realty conditions. If dividend in- 
crease is decided on, it will probably be 
from 6% to 7%. 


United Fruit—ANNUAL REPORT for 
yr. ended Sept. 30 showed balance for divs. 
of 6.1% on stock against 14.5% in 1913. 
Divs. of 10% cash were paid, against 8% in 
previous yrs., leaving a deficit of $1,394,000 
against a surplus of $2,388,000 previous yr. 
Net quick assets have been reduced from 
$8,400,000 to $3,500,000. This unsatisfactory 
showing was almost entirely due to the 
war. xpansion of the Co.’s business has 
been rapid and this is the first serious 
check. ormal fruit earnings have been al- 
most impossible. 


United Profit Sharing—INCREASE IN 
STOCK from $350,000 to $2,000,000 by issu- 
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ing 4 shares new stock for each share of 
resent stock. This will give Co. abt. 
1,500,000 new cash and will mean that less 
than $1,900,000 cash has been paid in, al- 
though Co. is now doing over $10,000,000 
gro. business, which its friends claim will 
yield over $1,500,000 net. This would equal 
abt. 25% on the price of $4 a share, at which 
the new stock is quoted. Co. makes a 
straight profit of 25% on all coupons sold. 
That is, it sells $2 par of coupons for $2.50. 
There are also incidental oo through 
buying merchandise at wholesale, but cost 
of distribution and operating expenses will 
probably use this up. Another source of 
profit is unredeemed coupons now running 
about 15%. 


U. &. Motor.—SUIT for receiver brought 
by a stockholder charging waste of assets 
with intent to defraud, and demanding an 
accounting from leading directors. 


U. &. Rubber.—-TIRE PRODUCTION is 
increasing rapidly and Co. anticipates a 
normal tire year in 1915. Providence plant 
has received some orders for truck tires for 
the allied armies. Rubber Goods Mfg. (sub- 
Co.) has declared 1% quarterly on common 
se" 2% 3 mos. ago, 1% 6 mos. ago, and 
3% 9 mos. ago. Regular 14% on pfd. 


U. S&S. Steel—EARNINGS for current 
quarter may establish a new low record, 
probably as low as $15,000,000. Operations 
are less than 50% capacity, and unfilled 
tonnage is smallest since May, 1911. Co. 
will not offer stock to employees for sub- 
scription in 1915, owing to unsettled con- 
ditions. At present about 50,000 employees 
are stockholders. 


Vandalia Line. — DIVIDEND PASSED 
owing to dullness of business following 
heavy expenses caused by flood damage in 
1913. Gro. earnings for 10 mos. showed 
decrease of ,000, net decrease $97,000. 
This is a sub-Co. of Pennsylvania, which 


loses $464,000 income through passing of 
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Virginian Railway —ANNUAL REPORT 
for yr. ended June 30 showed surplus after 
charges $1,260,000 against $1,018,000 in 1913. 
Ratio of expenses to revenue was 55.7% 
against 57.7% previous yr. Working assets 
June 30 were $2,918,000 and working liabili- 
ties $602,000. New coal operations are in 
progress at different points along the line. 


Western Union.—EARNINGS this_ yr. 
will be between 5% and 5%% on stock, a 
liberal margin over the 4% divs. Co. has 
$3,000,000 cash in treasury, awarded in set- 
tlement of suit with Amer. Tel., which 
might be distributed as special cash div. 
some time. It is stated that the stock for- 
merly held by Amer. Tel. has passed into 
the hands of strong holders. New England 
has taken about 80,000 shares. 


Westinghouse Electric—SALES for 4 
mos. of the war since Aug. 1 were abt. 70% 
of previous yr. Before that date the per 
cent. was running over 80% and the pres- 
ent rate is 75%. Foreign sub-Cos. are do- 
ing better than might be expected. The 
British Westinghouse is running at capac- 
ity, the French Co. at abt. 70%, the Italian 
Co. 100%. 


Wheeling & Lake Erie—GROSS EARN- 
INGS have decreased sharply in recent mos. 
ist 4 mos. of fiscal yr. $2,149,000 against 
$3,245,000 in 1913. Maintenance of way and 
of ra have been cut down nearly 
one-half. These discouraging results have 
been due to depression in the Co.’s coal 
business. Stockholders have long been 
hoping for better results, but they seem 
doomed to disappointment. 


Willys Overland—EARNINGS for yr. 
ended June 30, 1914, were 24.4% on com- 
mon stock after $300,000 reserves for con- 
tingencies and 7% div. on $5,000,000 pfd. 
om. Divs. on common during yr. totaled 

0. 


Woolworth (F. W.)—SALES for Nov. 
showed slight increase over 1913. For 11 
mos. increase was $3,449,000. Total for 
1914 is expected to reach $70,000,000. 


Mining Stocks 








This section of the Investment Digest includes some of the more important properties, in 


regard to which authentic and trustworthy information has appeared during the month. 


Alaska Gold—MANAGEMENT is now 

strained to the utmost to place property in 
tion first of the yr. At the power su 

division work is entirely operative. At 

fs completed. But Als © finished 


coarse-cru 
is completed. But Alaska will not be 


with the present installation. It will be a 
growing enterprise for years to come. 


Sotepeeeet - Anaconda.—-N O RMAL 
PRODUCTION of 


Anaconda is about 250,- 
000,000 Ibs. of copper a year, at cost of 











MINING 


to 10c. a lb., and before war was paying divs. 
of $3 per yr. With cutting production in half, 
cost suffered and Co. has drawn on surplus. 
With advance in metal, it should earn on half 
production the $1 per share, now paid. Offi- 
cials plan construction work at Great Falls 
and Anaconda, calling for expenditure of 
$6,000,000 to $7,000,000. Pres. Ryan believes 
conditions warrant the work. Pres, Thayer 
of Anaconda says electrolytic refinery with 
capacity of 10,000,000 Ibs. monthly, with com- 
plete new refinery, will be built at Great Falls. 
Concentrating will all be done at Anaconda, 
and concentrates shipped to Great Falls. 


Butte & Superior—REGULAR DIV. of 
75c. quarterly, gover Dec. 31. Initial div. 
was paid June 30, 1914. This will call for a 
little over $200,000. At close of Sept. Co. had 
over $800,000 cash, and during present quarter 
should receive more than enough to pay this 
div., so that it will resume production with as 
much cash as at the close of last quarter. (See 
article in this issue.) 


Calumet & Hecla. — DIV. PASSED. 
Passing of two divs. in consecutive quarters 
has not happened before since mine went on 
a div. basis 43 yrs. ago. Since Sept. 1 mine 
has been operated on % time, with reduction 
of 10% in wages of the men and 15% in pay 
of all salaried employees and officials. 


Calumet & Arizona—DIV. DECLARED 


50c. a share, making $3 in 1914, or $1,797,024. 
Superior & Pittsburgh, of whose 1,500,000 


shares Cal, & Ariz. owns 1,402,653, has de- 
clared div. of $1 a share. At end of 1913 Cal. 
& Ariz.’s balance sheet showed net deficit of 
$767,461. Sup. & Pitts., however, had a sur- 
plus of $3,345,488. The div. latter has just 
declared will wipe out Cal. & Ariz.’s deficit, 
and with earnings this year will supply fair 
working capital. Cal. & Ariz.’s deficit was 
caused by heavy investment in stock of the 
New Cornelia Co., which will prove exceed- 
ingly productive. Now operating 50% of ca- 
pacity, which means 3,000,000 Ibs. per mo. 
For the first 6 mos. of yr. Co. probably earned 
$600,000 in excess of divs. 


Chino.—QUARTERLY REPORT 
showed Co. able to maintain surprisingly low 
costs of production. Cost for Sept. was little 
over 6%c. pr pound. Even on production of 
35,000,000 Ibs. a yr., one-half normal amount, 
Co. should now be earning at rate of fully 
$2.50 per share. Dec. div. 50c. qtrly. 


Copper Range Cons—LARGEST MASS 
of copper ever cut in any mine in the world 
is being chiseled out of the “Tri-Mountain” 
mine in chunks. Total length thus far is 290 
ft. It is 40 ft. wide and averages a thickness 
of 8 ins. Pieces weighing 134 tons have been 
removed, and the chiseled scraps pay the 
wages of miners doing the work. the rock 
runs pure in the smelter. 


Goldfield Con.—DIV. DECLARED of 15c. 


a share, payable Feb. 27, 1915. Only payment 
in 1914 was 30c. last April. In 1913 om paid 
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70c. a share. Oct. report showed net earnings 
of - Development work amounted to 


7 


“Cranby Con.—PRODUCTION of 2,000,- 
000 Ibs. of copper from two furnaces of “Hid- 
den Creek” smelter during Nov. In Oct. the 
yield was 1,794,308 Ibs. at a cost of 6%c. a Ib. 
at the smelter. By first of July Hidden Creek 
will have a largely increased output at cost of 
close to 7M%4c. a Ib., f. o. b. New York. Has 
been yielding 40 Ibs. of copper net per ton. 


Hollinger Gold (Porcupine).—GROSS 
PROFITS for 4 wks. ended Nov. 4 were $162,- 
885. Profits of this property from Jan. 1 to 
Nov. 4 amounted to $1,477,956. Average value 
of ore treated in the 4 wks. was $14.09 a ton. 
Milling costs averaged $1.25. Mining costs 
per ton of ore milled average $2.23. 


Inspiration Copper—WI1LL TAKE 
OVER the new “Keystone Copper Co.” on 
basis of one share for nine. Tentative agree- 
ment has been decided upon, and will be put 
up to stockholders of the Keystone Co. It 
will require 40,000 shares of Inspiration to put 
through the merger, as 360,000 shares of new 
Keystone have been issued. New Keystone 
property separates the Inspiration and Live 
Oak mines, which belong to Inspiration Cons. 
Miami also belongs to that camp, and at one 
time negotiations were pending for a merger 
of the four into a single property. Following 
inability to get “Miami” into a consolidation, 
there were further negotiations involving Key- 
stone, but these came to naught until the pres- 
ent time. 


La Rose—NEW VEIN assaying 2,500 
and 3,000 ozs. to the ton uncovered, which has 
already been traced for 50 ft. Will be de- 
veloped further. Ore bodies which for some 
yrs. had been developed with good results 
appeared depleted, and the last few divs. were 
paid from surplus and not earnings. Directors 
cecided on a new development plan. 


Nipissing —DIV. ACTION shortly and 
we are told on reliable authority that the regu- 
lar quarterly disbursement of 5% will be or- 
dered. Co. has a fair supply of silver in 
London. ~ 


North Butte—PURCHASE of “East 
Butte” by “North Butte” is probable on the 
basis of exchange of shares. Reason would 
be to secure the East Butte smelter, the only 
one in the Butte district outside of those con- 
trolled by Anaconda Co. East Butte’s smelter 
is thoroughly modern, and able to treat the 
ores of combined Pre ties, giving an output 
of 40,000,000 to 4 "000,000 Ibs. of copper yrly. 
North Butte is in better shape, having on June 
30 last net working cap. of $800,000. It also 
has 1 shares of unissued stock in its 
treasury, which could be applied to the East 
Butte purchase. 


Old Dominion—LOWEST COSTS in 
history are being made. For Ist 9 mos. of 
yr., its copper was produced for abt. 9c. pe 
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Ib., fully 1%4c. below the record for 1913, and 
at present time the cost has fallen to 8c. 
Earnings this year will fall short. For the 
first 9 mos., however, net was $1,085,000, or 
just equal to the divs. which have been pd. 
For the yr., divs. will have amounted to fi. 
172,000, so that even with low prices at which 
copper sold, should finish with a small balance 
to profit and loss. Co. is in shape to produce 
from 35,000,000 to 40,000,000 Ibs. of copper per 
an. — increased its quarterly div. from 25c. 
to 


Quincy.—_DIV. DECLARED of 50c. Pre- 
vious div. was $1, Sept. 29, 1913. Efficiency 
of management has shown substantial profits 
even on low metal markets, and from very 
low-grade rock hoisted an average distance of 
more than a mile. It has been only by exercis- 
ing strictest economies cost of production has 
been kept within limits. Co. cannot be earning 
any substantial amount under present condi- 
tions. Quincy has let no yr. go by since 1867 
without payment of some div., now justifiable 
in view of its substantial surplus. 


Con.—REPORTS that Arizona mines 
would close down Jan. 1, on account of new 
law prohibiting employment of foreign labor- 
ers, is not based on facts. The mine manage- 
ments intend to fight the new law in the 
courts, believing it to be unconstitutional. Ray 
directors voted to defer action on payment of 
div. Dec. 31, 1914. The last div. (37!4c.) was 
paid in June, 1914. It is the belief of directors 
that the time has not yet arrived for increasing 
a * rations beyond present operating 

sis 0 ; 


Shannon sree RESOSTS for quar- 
ter ended Sept. net earnings $26,562, com- 
pared with $40,951 in previous quarter. Pro- 
duction was 2,964,767 lbs., compared with 
3,118,156. Pres. Amster says: “There being 
no open market for copper, we stored Aug. and 
Sept. production amounting of 1,996,500 Ibs. 
This we inventoried and carried on our books 

t. 30 at 11%c. We have since Sept. 30 
sold 1,250,000 Ibs., at an average of 12.24c. 
and we still have on hand 746, Ibs., now 
carried at 12c. We now have $180,000 cash, 
besides 746,900 Ibs. copper on hand, which at 
12c, will give us an additional $90,000, making 
in all 000 cash.” 


_ Stewart—NEW MANAGEMENT has 
just declared a regular quarterly div. of 10%, 
yable Dec. 15, and an extra of 10%, payable 
an. 1. Recent purchasers of the big block 
of Stewart shares lately held by “Assets Real- 
ization Co.” as collateral in the United Copper 
loan were Rochester and Saratoga interests. 


Tennessee Copper.— DIRECTORS on 
Dec. 1 — S200 of oe 7 age - 
ing outstanding only , of the origina 
$1,500,000. This payment was equal to $1 per 
share on outstanding 200,000 shares of stock. 
During past 3 mos. Co. produced 61,500 tons 
sulphuric acid, or at rate of 246,000 tons an., 
the largest output Co. has ever made in 3 mos., 
and was sold for cash. It is estimated that 
the Co. has enough sulphur in its various ore 









deposits, to enable it to continue producing at 
rate of 250,000 tons of sulphuric acid an. for 
rod a to oa Co. hg eg eg 
terly div. o ., payable Jan. 2, : ork- 
ing capital nearly $300,000 


Tonopah Belmont.—REDUCED its quar- 
terly div. from 25% to 124%, owing to the 
lower prices prevailing for silver. 


Tonopah Extension—DECLARED regu- 
lar quarterly div. of 214% and an extra div. 
of a like amount, and also a special of similar 
amount, making 7%4% in all, payable Jan. 1. 


Utah Apex.—REPORT for year ended 
Aug. 31 shows gross profit $167,467. After all 
charges, balance carried to profit and loss was 
$54,561, against $130,189 in previous yr. Bal- 
ance sheet shows excess current assets over 
current liabilities $110,888. Pres. Schirmer 
says: “The year, as a whole, must be con- 
sidered most satisfactory, considering many 
unfortunate features developed during that 
period, which have interfered greatly with 
earnings. Directors have purchased $68,000 
face value of the Co.’s bonds, leaving a total 
bond indebtedness outstanding as of Aug. 31, 
1914, of $105,000.” 


Utah Copper-Nevada Con.—UTAH COP- 
PER is depending for revenue entirely upon 
production. While for several yrs. divs. had 
been kept at $3, earnings had been steadily 
increasing. Salt Lake County will have to re- 
turn $27,678 to Utah Copper Co. for over- 
assessment made by the state board. Directors 
declared the regular quarterly div. of 75c. 
Nevada Con. declared a div. of 37%4c. Nevada 
is in a particularly strong treasury position. 


Utah Consolidated—DIV. DECLARA- 
TION of . came as a pleasant surprise. 
Co. is economically managed, and has no out- 
standing obligations or fixed charges to meet, 
and is not obliged to make any expenditures 
of importance on construction account. The 
div. just declared will make $2 a share this 
year, and if metal prices continue to advance 
this record may be duplicated in 1915. 


Wolverine—DIV. DECLARED of $2 a 
share. With low cost of production, it should 
be able to pay this amount semi-annually, even 
on continuation of present conditions. Co. is 
now earning a very large percentage on its 
selling price, but in valuing this property re- 
member it has now but a short assured life. 


Mining Notes——AS AGAINST a normal 
production of 1,200,000,000 pounds annually by 
28 mines, the curtailment program now in 
effect has reduced total to not over 750,000,000 
pounds, an amount insufficient to meet do- 
mestic demand plus the necessities of foreign 
manufacturers. The result is the surplus stock 
in this country is being eaten into rapidly. 
Copper exports in . amounted to 55,980, 
pounds of pigs, ingots and bars, 2,683,994 rods 
and wire, 174,681 plates and sheets, and 4,577 
pounds of other forms. Europe’s purchases of 
American zinc have been of great volume since 
the war began, and there seems to be no limit 
to the demand. 
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The Public 
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Utility Field 


Points of Interest to Live Investors 








T is not surprising that an im- 
proved tone and higher prices 
have characterized the public 
utility market of the month, 
in view of the fact that utility stocks 
are not only holding their own in earn- 
ings during the business depression, 
but are showing good increases over 
last year. 

Even in the Atlantic States, where 
business conditions have been perhaps 
the worst, increases in income over last 
year are running about 5 per cent. In 
the South 10 to 15 per cent. increases 
are general. On the Pacific Coast and 
in the Mountain States gains are not 
quite so good—about 3 per cent. But 
the fact that gains are steady at a time 
when railroads and some industrials are 
showing such discouraging decreases 
naturally tends to interest investors in 
the utility stocks and to convince in- 
tending buyers that these stocks are 
worthy of careful attention. 

* * * 






a. 


Advantages of the Holding Company 

It is safe to say that the majority of 
stockholders in public utility com- 
panies do not yet fully appreciate the 
great advantages of the holding com- 
pany in the promotion and manage- 
ment of enterprises of this character. 
The holding company form of organi- 
zation may easily be abused and has 
been abused in numerous instances, so 
that it has become unpopular among 
the people; but the fact that a thing 
can be abused is no argument against 
the right use of it. 

Of the following advantages gained 
by the holding company in the utility 
field, the first is perhaps the most im- 
portant: 

(1) Diversification ef risk. Any single 
enterprise, no matter how conserva- 
tively handled, may meet unexpected 
obstacles which will result in decreased 
earning power. If twenty such enter- 





prises are combined into a holding 
company, each operating under differ- 
ent conditions, decreased earnings of 
one are likely to be offset by increases 
elsewhere. 

(2) Increased efficiency. The larger 
resources of the holding company 
make numerous economies possible 
which would be impossible for the 
small detached company. 

(3) Greater attractiveness to capital. 
The average investor has not the time, 
facilities or knowledge to enable him 
to investigate a large number of small 
utility companies. He much prefers 
to put his money into a strong and 
well-established holding company and 
have that company do the investiga- 
ting for him when new enterprises are 
to be taken in hand. 

(4) Greater convenience. The holding 
company is far the most convenient 
way of managing a number of de- 
tached and widely separated public 
utilities. It is also in many cases more 
convenient for public service commis- 
sions to deal with one holding com- 
pany than to deal with numerous 
smaller corporations. 

(5) The holding company permits cen- 
tralization and cohesion regardless of 
locality. The whole tendency of modern 
industry, in the public utility field and 
elsewhere, is toward centralization, 
and in the main the best results have 
been obtained in that way. Widely 
separated utilities cannot be physically 
combined, but throygh the device of 
the holding company they can be oper- 
ated in many respects as a unit. 

Without doubt the prejudice against 
holding companies will gradually dis- 
appear as the people become familiar 
with their real usefulness, as the con- 
trol by public service commissions be+ 
comes more assured and better admin- 
istered, and as the early abuses of the 
holding company idea are rooted out 
by wise legislation. 
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Interurban Lines Do Better 


Business depression is bringing out 
the strong position of the interurban 
electric roads. For example, in the 
month of September, when business 
dullness throughout the country was 
perhaps at about its lowest ebb, city 
electric lines in the East showed a de- 
crease of over 4 per cent. in net earn- 
ings ; but interurban lines gained near- 
ly 6 per cent., and combined city and 
suburban lines increased 9 per cent. 

There can be no doubt that the cause 
of this is that people take the inter- 
urban or suburban electric lines in- 
stead of the railroads in order to save 
money. When the family begin to feel 
the need of special economizing, moth- 
er goes to town to do her shopping by 
the electric, even though it does take 
longer than by steam railway. Daugh- 
ter goes to her music lesson the same 
way. In some cases father may be able 
to save something by using the electric 
instead of buying his customary mile- 
age book or commutation ticket. 

All this is rather hard on the rail- 
roads, but it’s nice for the interurban 
and suburban electrics ; and it needs no 


special gift of prophecy to predict that 
if the interurbans show up strongly 
throughout the depression, a great 
deal of new capital will flow into the 
extension of this form of transporta- 
tion when prosperity comes again and 
capital begins to pile up for invest- 


ment. This may not be for several 
years—in fact, past experience shows 
that a boom in electric roads doesn’t 
generally come until prosperity is 
pretty thoroughly established — but 
that it will come in time seems to be a 
safe conclusion from the logic of the 
situation. The interurbans have not 
yet come into their own. 
+ * * 
Natural Gas Consumption 

A recent report of the United States 
Geological Survey is cheering to the 
holders of the stocks of public utility 
companies which depend on natural 
gas for a part of their earnings. The 
gas fields of the country may give out 
some day, but they showed very little 
sign of it down to the end of the year 
1913. Production for the year was 
581,898,000,000 cubic feet, which was 
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an increase of 19,794,000,000 feet over 
the previous year. 

The average price to the consumer 
was about the same—15.1 cents a thou- 
and feet, against 15.04 cents in 1912. 
The great gain was in consumption of 
gas for industrial purposes, 68 per cent. 
of the total production being used in 
that way at an average cost of 9.4 
cents a thousand. 

The following figures show the value 
of natural gas consumed by five-year 
periods since 1885. The falling off in 
1895 was due to the exhaustion of the 
Indiana fields, but the discovery of new 
fields in Ohio, West Virginia, Louisi- 
ana, Oklahoma, Texas, Kansas, etc., 
caused the figures to rise again: 


18,792,725 
4,857,200 
Much more care is now taken in the 
conservation of natural gas than in the 
earlier years of its use. 
* * * 


Artificial Gas 


It used to be argued that electricity 
would to some extent displace arti- 
ficial gas and thereby reduce consump- 
tion. But the use of gas for fuel has 
grown so rapidly that this argument 
had to be laid on the shelf. Rufus G. 
Dawes, president of the Metropolitan 
Gas & Electric Co., of Chicago, figures 
that in 1900 about 20 per cent. of the 
entire production of artificial gas was 
used as fuel, and in 1910 59 per cent. 

The increase in capital of artificial 
gas companies, he says, “between 1890 
and 1 was about the same as be- 
tween 1900 and 1910, but the increase 
in income between 1900 and 1910 was 
five times that between 1890 and 1900. 
This increase in gross annual income 
was brought about by a reduction of 
32 per cent. in the price at which the 
product was sold. In other words, a 
gradual reduction of 32 per cent. in the 
price of the product produced in ten 
years an increase of 120 per cent. in 
gross annual revenue of an industry 
eighty years old, and necessitated an 
increase of only 60 per cent. in capitali- 
zation.” 


























The Oil Industry 


By M. J. O'SHAUGHNESSY 











[This series of articles covers in condensed form the entire present status of 
the oil industry in America. The information contained in them is invaluable to those 


interested in oil and oil stocks.—The Editors.] 


II—Oil as Fuel—Production and Consumption 


ALIFORNIA and Mexico are the 

greatest producers of fuel oil. 

The annual output of California 

is practically used by the rail- 

ways and industries of the Pacific Coast 

of North and South America, as a fuel 
substitute for coal. 

Of California’s production last year, 
about 75,000,000 barrels were fuel oil, 
which is equivalent to about 20,000,000 
tons of coal. Coal is worth about $6 
per ton in ship-load lots in San Fran- 
cisco. 20,000,000 tons of coal would 
thus be worth $120,000,000. 75,000,000 
barrels of fuel oil delivered to consum- 
ers at about 40 cents a barrel, or a total 
outlay of $30,000,000, results in a sav- 
ing of about $90,000,000 per annum to 
the industries of the Pacific Coast, in 
the use of oil as a fuel over coal. 

The substitution of oil for coal on the 
Atlantic coast of both North and South 
America, as well as Europe, is increas- 
ing in direct ratio with the increase of 
fuel oil production in Texas and Mex- 
1co. 

The Mexican Petroleum Products 
Company, Ltd., the marketing com- 
pany of the Mexican Eagle (Pearson 
Companies), have built or are building 
twenty 15,000 ton ships for the trans- 
portation of Mexican oil to Europe. 
They have built storage reservoirs of 
large capacity along the coasts of the 
British Isles, adjacent to manufactur- 
ing centers. 

The industries of England are mak- 
ing greater preparations to use oil as a 
substitute for coal, than are being made 
by the industries along the Atlantic 
seacoast of the United States and 
South America. 

A very considerable quantity of fuel 
oil was exported last year from Mexico 
to Russia. 


Regardless of how rapidly the pro- 
duction of fuel oil in Mexico may in- 
crease, it can be confidently said that 
the demand for oil as a fuel by the in- 
dustries of the Atlantic Coast of North 
and South America and Europe will in- 
crease proportionately. 

The assurance of an adequate and 
continued supply of liquid fuel from 
Mexico will be the determining factor 
with manufacturers to change their 
plants to use the fuel oil. 

The opening of the Panama Canal 
will make it possible for both Mexico 
and California to compete with each 
other in the fuel oil markets of the 
world, which will greatly stimulate 
this branch of the oil industry. 

THE DIESEL TYPE OF ENGINE 


Great economy is being attained by 
saving in stokers’ wages, by the burn- 
ing of fuel oil in steam plants, both for 
heating buildings and generating 
power. Less storage capacity is re- 
quired and oil is much more cleanly, 
eliminating shut-downs for cleaning 
tubes, etc. As a large and constant 
supply of fuel oil is now assured, the 
demand for oil for this purpose will 
rapidly increase, especially in seacoast 
towns and cities. 

But it is in the rapid development of 
the Diesel type of engine that the great 
future of liquid fuel lies, for here the 
supremacy of oil over coal in economy 
is most apparent. 

In the Diesel type of engine, any 
grade of oil can be applied direct to the 
cylinder, eliminating entirely the steam 
boiler, and results in an efficiency of 
30 per cent. against 18 per cent. devel- 
oped in the highest type of steam tur- 
bine engine. The demand for Diesel 
types of engines is growing by leaps 
and bounds throughout the world, for 
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marine purposes as well as for manu- 
facturing plants. 

Oil will unquestionably supplant coal 
for power purposes to the extent of its 
availability. The demand for fuel oil 
is bound to increase every year. Pro- 
duction of this grade of oil will increase 
steadily, and prices yielding satisfac- 
tory profits will be maintained. 

SHIPS AND LOCOMOTIVES, 

The economy and other advantages 
of petroleum over coal as a fuel for 
merchant ships is strikingly seen in the 
two following examples: 
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United States Navy has definitely 
abandoned coal in future fighting ship 
design. Eight of the last built battle- 
ships are equipped to burn both coal 
and oil, and the four latest—oil only. 
Forty-one destroyers as well as ships 
of other classes are equipped to burn 
oil only. The Navy used 30,000,000 
gallons of fuel oil in 1913, and will 
use at least four times that amount 


in 1914. 


All foreign governments, especially 
England, are scouring the world for 
new oil fields, to insure a supply of fuel 





TWO SHIPS NEW YORK TO MONTEVIDEO. 


Distance 5,761 Knots—6,825 Miles. 
Both vessels equal in H. P. and displacement. 
Coal. 

29.4 days 
813 tons @ $3. 
439.00 


Time elapsed 

Fuel consumed 

Cost of fuel 

Wages 

Total cost fuel operation 

Cost power per ton mile 

Excess freight carrying capacity 
Revenue from excess freight carried 
Total saving oil over coal 


The oil-burning steamer Santa Cruz, 
in March, 1913, made the voyage from 
New York to Los Angeles around the 
Horn, 13,000 miles, in the record time 
of 47 days, 4 hours, without stop for 
fuel. 

An evidence of the fact that oil is 
expected to displace coal as a fuel on 
the high seas, in the opinion of those 
best posted, is the personnel of a syn- 
dicate which has recently invested mil- 
lions in buying the control of the Gen- 
eral Petroleum and Union Oil Com- 
panies of California, which includes 
Lord Pirrie, of White Star Line, Sir 
Thomas Royden, of the Cunard Line; 
W. D. Ward, the head of one of Eng- 
land’s largest steamship companies, 
and Andrew Weir and William Ander- 
son, prominent shipbuilders of Eng- 
land and Denmark. 

The United States Government rec- 
ognizes the future of oil as a fuel for 
war vessels. Naval supremacy in fu- 
ture depends more upon oil than dread- 
naughts. All probable oil-bearing pub- 
lic lands have been withdrawn from 
entry, and the Navy Department is 
seriously considering the development 
and owning of its oil supply. The 


Oil. 
27 days 
426 tons @ $4. 
$1,704.00 
$87.00 
$2,061.77 
.00007 per ton 
1,219 tons 
$7,314.00 
$7,989.71 


oil for their war vessels and merchant 
marine. 

It is reported that the British Gov- 
ernment has appropriated nearly 
$2,000,000 for the building of storage 
tanks in Mexico and has acquired a 
large interest in the Anglo-Pearson 
Oil Company. 

We have seen that oil is very con- 
siderably used as a fuel for locomo- 
tives, principally, however, by railways 
that run through oil territory. 

The Southern Pacific operates 1,842 
of its 2,054 locomotives with fuel oil, at 
a cost per mile run: Oil, $16.53, against 
Coal, $23.52. 

Over 33,600,000 barrels of oil are con- 
sumed by the railways of the country. 


$249.70 
$2,737.48 
.00014 per ton 





PRODUCTION AND CONSUMPTION. 


Oil production for the world in 1913 
again surpassed all previous records, 
aggregating approximately 380,000,000 
barrels, compared with 351,000,000 bar- 
rels in 1912, and 345,500,000 barrels 
in 1911. The following table shows 
comparatively the output of oil for the 
last three years by the various leading 
producing countries throughout the 
world : 











THE OIL 


1913 
(barrels) 


United States 
Russia 

Galicia 

Roumania 

Dutch East Indies 
British India 
Mexico 

*Other countries 


Total production 380,300,000 
*Including China, Japan, Peru, Germany, Canada, etc. 


PRODUCTION OF PETROLEUM, UNITED STATES BY 
STATES, 1912-1913. 
1912 


86,450,767 
51,427,071 


11,735,057 


California 
Oklahoma 

Illinois 

Texas 
a 
West Virginia .... 
Ohio 

Pennsylvania 
Wyoming 

Kansas 

Indiana 


Kentucky ......... 
Colorado 
Other States 


222,113,218 


_ “According to these figures, the gain 
in production last year was about 30,- 
000,000 barrels, of which 20,000,000 bar- 
rels was shown for the United States, 
and the balance notably for Mexico, 
Dutch East Indies and other countries. 

“While the world’s production of oil 
continues to expand rapidly, it is certain 
that the rate of increase during the last 
five-year period, 1908-1913, was not 
equal to that for the previous five-year 
period, 1903-1908. This is proven by the 
fact that the world’s production gained 
46 per cent. during the period 1903-1908, 
and only 33 per cent. during the period 
1908-1913.” 

New wells completed in United States 


Production 


Total five years 
*Estimated. 


INDUSTRY. 


1912 


345,400,000 


in 1913: 26,500, or 60 per cent. above 
1912, 44 per cent. of which were east 
of the Mississippi River, and 56 per 
cent. west. In the high grade oil, the 
average yield per well in 1913 was 20 per 
cent. lower than 1912. New wells, 1913, 
came in on the average 29% barrels, as 
against 44 barrels, 1912. 

Despite the enormous expansion in oil 
production in the United States in recent 
years, the supply is not much more than 
meeting the constantly increasing do- 
mestic requirements. From this condi- 
tion it is quite clear that the tendency is 
toward declining stocks of oil in the 
various fields. 

The growth of the production, impor- 
tation and exports, as well as the status 
of gross stocks during the five-year pe- 
riod of 1909-1913, is indicated in the 
table below. 

According to these figures the aggre- 
gate gross stocks have declined from 
137,233,000 to 120,000,000 barrels since 
1911, while despite the huge aggregate 
production of 1,077,289,531 barrels dur- 
ing the five-year period the stocks have 
increased by only about 3,300,000 barrels. 
This result clearly shows that the produc- 
tion rate recently has hardly been ade- 
quate to provide for the increasing do- 
mestic needs, to say nothing of export- 
ing as high as 20 per cent. of the amount 
of oil produced, which was the average 
maintained during the last five years. 
Gross stocks 
as on Dec. 31 

(barrels) 
*120,000,000 

122,870,000 

137,233,000 

131,000,000 

116,700,000 


Imports 


Exports 
(barrels) 


(barrels) 
50,146,649 
44,844,759 
42,112,659 
35,773,618 
37,359,604 


210,237,289 


(To be continued.) 











News on Qil Stocks 








eepPr American Oil. — DIV. DEFER- 
R Last July, 2 shillings was paid and 
same previous Jan. Passing of this div. was 
a surprise. 


California Petroleum.—1914 EARNINGS 
are expected to equal about 3% on common 
stock against 2% in 1913, when 334% divs. 
was paid. Surplus was reduced $250,000 in 

1913, but has a been pogenees this yr. some 
$400,000 or $500,000. increase in pro- 
duction this yr. Full Og pref. divs. paid, 
in spite of disturbed conditions. During 
first 10 mos. of 1914 Co. was obliged to put 
into storage $475,000 worth of oil owing to 
increased production and inability to mar- 
ket all of it. Net before depreciation for 
10 mos. $1,963,000 against $1,768,000 yr. ago. 


Cosden & Co. Oklahoma—NET EARN- 
INGS said to have averaged $45,000 a mo. 
last 6 mos. In Aug. authorized common 
stock was increased from $1,000,000 to $2,000,- 
000 and par reduced from $100 to $5. Pref. 
remains the same, $200,000; bonds outstand- 
ing $275,000. No new stock sold yet. Pur- 
pose reported to be extension of business, 
retirement of pref, and payment of floating 
peeaeenees. Div. 2% on common paid 

c. 


Cumberland Pipe Line.—BETTER BUSI- 
NESS last 30 days, since 50c. a bri. rate Ky. 
to East became effective. Up to Aug 15 
rate was 65c., then 56c. The war almost 
oe ye shipments, but they are now nor- 
mal, though at reduced rate. 


Petroleum. — REORGANIZA- 

TION PLAN contemplates elimination of 
British interests and formation of an Am- 
erican Co. by syndicate headed by Charles 
Hayden, of Hayden, Stone & Co., with 
,000 Ist mort. bond issue, of which 
,500,000 will at once be issued to take up 
outstanding notes; ,000,000 additional 
bonds to exchanged for General Pipe 
Line bonds in case of merger; $13,000,000 
pret. stocks, to be exchanged for present 
*s bonds; and $3,500,000 common stock, 

to be exchang, ed for present Co.’s stock. 
Plan would give present bondholders vot- 
ing control ‘gre Co. and all future earn- 


y 

pa: Be Feb. 12 to stock of record 
of 8, hree months ago a div. of $2.50 
was declared; six months ago one of $3 
— nine months ago one of $4. Previous 

were $4 Soya except a $3 div. 
poh Aug. 15, (12, and a 5% div., which 
was paid May 15, 1912. 


Line. — DIVIDEND 


Magnolia Petroleum—FORT WORTH 
PLANT co nes and in operation. Cost 
$1,000,000 and has 10,000 bris. daily capa- 
city. 


Mexican Petroleum—DIV. BALANCE 
for yr. asserted to be between 5% and 6% 
on common stock after full 8% on pref., 
although no divs. paid on either issue this 

r. Shipments now about 60% of normal. 

roduction of wells about same as last yr. 
No development work, owing to poor mar- 
oat and disturbed political conditions in 

ex. 


Ohio Oil—ILL. PIPE LINE DISTRI- 
BUTION will probably be 1 share of III. 
par $100 for every 4 shares of Ohio par $25, 
equivalent to 100% stock div. Believed 
that only $15,000,000 of the new $20,000,000 
Ill. Pipe stock will be turned over to Ohio 
Co., as property was carried in last bal. 
sheet at $12,455, and that is not far from 
actual value. Co. may hold the $5,000,000 
in reserve for new pipe lines when needed. 
One is already projected St. Louis to Atlan- 
tic seaboard. Ohio a regular 5% and 
extra 3% divs. Dec. 19. 


Prairie Oil & Gas—NEW CORPORA- 
TION will take over producing and market- 
O00 business of Co. Prairie has nearly $25,- 

000 of crude oil in storage and produc- 
property is estimated at about $20,000,- 

, while pipe lines, which will be retained 
by Prairie, are worth $18,000,000 to $20,- 

000. A year ago Pres. O’Neill said 
Prairie was producing 12,000 brls. daily. Oil 
City Derrick now estimates 27,500 bris. daily, 
but exact production is unknown. New pipe 
line has been considered from Oklahoma to 
connect with Illinois Pipe Lines. 


Standard Oil of Cal—EARNINGS con- 
tinue satisfactory. In 1913 they were more 
than 3 times the 10% div. requirements, 
this rate having been maintained for three 
years, since segregation. Before segrega- 
tion divs. were irregular—1908 10%, 1909 
46%, 1910 2%, 1911 none. Co. is an oil 

roducer with extensive ovroperties, pipe 
ines, 3 refineries, can plant, fleet of steam- 
ers and barges, etc. Distributes its own 
gone through about 240 stations, most- 

on Pac. Coast. 


Vacuum Oil—FAIR BUSINESS but no 
rush, say officials. Reports that Austria 
has confiscated entire production of petro- 
leum and has forbidden refiners to sell oil 
to the trade cannot be confirmed. Co. has 
oil lands in Austria and two refineries, with 
branches in Budapest and Vienna. 

















Discounting the Cotton Supply 


By C. T. REVERE 








I’ the cotton market as well as in 
other speculative and investment 
fields it is the obvious that becomes the 
focus of attention. Although specula- 
tion is supposed to look forward it is 
constantly hampered by the instinctive 
tendency of an operator to be under the 
influence of the past. The market itself 
speedily discounts stale issues, but un- 
fortunately it does not inform the indi- 
vidual operator that such process has 
been completed. 

If the average trader in commodities 
or stocks could shake himself free from 
the fettering influence of yesterday’s 
news and yesterday’s price influences, 
he would be in a much better position 
to tell what will be the course of to- 
morrow’s prices. 

In the cotton market traders are ob- 
sessed with the fear that the big crop of 
this season combined with the paralyzing 
effect of the war, will cause a further 
drastic decline. It is true that this is a 
year in which precedents are valueless, 
for new precedents are being made for 
the future. Nevertheless, all experience 
is not being disregarded, for war or no 
war, economic customs and economic 
principles are fairly well established. 

On December 10, the Crop Reporting 
Board of the Department of Agriculture 
estimated the yield of cotton at 15,966,000 
bales, exclusive of linters. It seems rea- 
sonable that an allowance of 750,00 bales 
for linters should be added to the above 
figures. The allowance seems fair be- 
cause farmers are going to sell their seed 
pretty closely for the reason that they 
will not reserve so much seed for plant- 
ing and also because they can sell seed 
for a fairly good cash price te the cetton 
eil mills. 

Figuring, therefere, en the basis of 
750,000 bales of linters, the total crop 
available for marketing, on the basis of 
the Government estimate, would be ap- 
proximately 16,700,000 bales. This 
breaks all records, for the largest previ- 


ous crop, that of 1911-12, was only 16,- 
138,000 bales for the commercial crop 
which included linters. 

Many persons unfamiliar with the cot- 
ton market had intended to make invest- 
ments in contracts on the New York Cot- 
ton Exchange or elsewhere if prices got 
well below 8 cents, simply because cotton 
had received such advertisement as a bar- 
gain possibility. The unprecedented size 
of the crop, however, has discouraged 
these prospective investors and has given 
rise to predictions by those of bearish 
proclivities that cotton would seek a 
much lower level. 

Commodity markets have habits that 
are just as firmly established as those of 
other organisms, and one habit which the 
cotton market has acquired is that of dis- 
counting the supply situation before mid- 
winter. 

If the crop is small, the shortage will 
have received full reflection, in nineteen 
years out of twenty, before the middle of 
January. Only in the season of 1903-04 
was the culmination of the bull campaign 
delayed after this date. This was due to 
the fact that an enormous public specula- 
tion had entered the market under the 
leadership of Sully and the crest of the 
boom was not reached until February 2, 
1904. Again in 1909-10, while the climax 
of the popular buying movement was 
reached on December 31, 1909, with a 
price of approximately 16.40, the top fig- 
ure was not reached until the summer of 
1910, when August sold at 20 cents. The 
shortage of supply, therefore, received its 
general recognition with the outburst of 
public and trade buying during Decem- 
ber, 1909. However, all market students 
will always consider that the price of 20 
cents was the artificial result of concen- 
trated buying by a group of powerful 
operators. ey may have been perfect- 
Vy — in taking the position that they 

id, but the situation had exhausted its 


ew seven or eight months pre- 
viously. 
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In 1904, the South raised its first great 
crop, amounting to 13, 654,000 bales, or 
more than 2,250,000 bales in excess of 
any previous production. Although the 
rank and file of the trade expected the low 
price to be made in the spring when the 
farmers were forced to dump over the 
remnant of their holdings in order to get 
advances for the new crop, the minimum 
figure was reached the last week in De- 
cember, when the January option sold at 
6.35 and May sold at 6.60. 

The great crop of 1911-12 produced its 
acme of depression on the day following 
the publication of the Government esti- 
mate in December. This brought Janu- 
ary down to 8.49 and May to 8./0. Not- 
withstanding the fact that no one be- 
lieved that the farmer could market his 
cotton without producing a further break, 
the feat was successfully accomplished on 
a rising scale. 

These instances could be multiplied as 
many times as there have been seasons, 
but the cases cited are sufficient to give 
typical illustration of the point that if the 
crop is short, the effect is known and 


ete thorough recognition in price long 
fore the average operator is aware of 
it. And vice versa, if the crop is large 
and the fact has generally been recog- 
nized the psychological value of the mag- 
nitude of the yield is lost almost as soon 


as the figures are generally accepted. The 
economic consequences of yield surplus 
or shortage are never so pronounced as 
the average market prophet thinks or 
hopes that they will be. 

Experienced operators, whether in 
stocks or commodities, have learned to 
discard reliance on factors that are 
known, that are obvious and that have 
been the basis of more or less general op- 
eration. In nine cases out of ten it is the 
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unknown factor that controls, for with 
market machinery so highly developed 
for the dissemination of news and views, 
the discounting process is more rapidly 
accomplished than in the early days of 
organized markets. 

The size of the crop apparently has lost 
its efficacy as a depressant. Nearly every 
one now recognizes that consumption this 
season will be enormously curtailed. 
Judging from the last report of the Cen- 
sus Bureau on supply and distribution of 
cotton, the consumption by the mills of 
this country will not be much in excess of 
5,500,000 bales. Exports are approxi- 
mately 3,000,000 bales below last year’s 
shipments to date. The total exports 
may be less than 5,000,000 bales. This 
might make the world’s consumption only 
10,000,000 bales out of a crop of almost 
17,000,000 bales. 

These calculations are no secrets to the 
cotton trade, Consequently those who 
are inclined to give them great emphasis 
and predict still lower prices, because of 
their existence, should take into consid- 
eration the fact that for these very rea- 
sons cotton is now selling below 8 cents 
per pound. Possibly that price has dis- 
counted conditions, for at some price al- 
most any condition, whether bullish or 
bearish, would be discounted. 

The unknown factor will be the acre- 
age, the termination of the war in Europe 
and certain influences that might cause 
an increase in consumption. It is incon- 
ceivable that the supply can be further 
increased or absorption further reduced. 
Consequently the only change in the situ- 
ation must be for the better. 

It would not be surprising, therefore, 
if cotton should reach its lowest figure 
before the middle of January, if indeed it 
has not already done so. 

















SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes 


The Value of Brokers’ Opinions 


DITOR of THe MaGazIne oF WALL 
STREET: 

Previous to 1912 I had occasion- 
ally tried to take a profit out of the stock 
market, acting on suggestions contained 
in brokers’ letters, or on advice of heavy 
operators, or some other reason equally 
unprofitable. But the net result over a 
period of time was not a profit. 

In that year I subscribed to the New 
York Evening Sun, collected every piece 
of literature bearing on the stock mar- 
ket that I could locate, and from time to 
time asked different brokerage houses to 
send me their market letters. I spent 
several hours a day on an average study- 
ing this mass of stuff in an effort to find 
out why it is that the market looked so 
easy to beat, and yet was so difficult 
when one actually tried to do so with real 
money. 


One very positive conclusion at which 
I have arrived is that it is mot possible 
for one who does not understand the 
market on his own account to pick up a 
broker’s letter, act on some of the sug- 
gestions made therein and make a profit, 
unless by a great streak of luck. 

For instance, in 1912 I received a let- 
ter from a broker saying, “We recom- 
mend the immediate purchase of Union 
Pacific at 170, to go to 190.” This 
sounded so positive that it seemed there 
could be no doubt about it, so I bought 
the stock at 170. In February, 1913, I 
sold it for 155, and was glad to get it.. 

On July 24, 1912, a certain house 
quoted President Vail, of the American 
Telephone & Telegraph Company, as 
saying : 


“In my opinion the country is on the eve of 
one of those great fundamental upswings in 
general business which confound the skeptics 
and defy analysis.” 


It is difficult to see wherein this proph- 
ecy has been fulfilled. 
October 2, 1912, the same house said: 


“Security prices continue to mount upward. 
Optimism is everywhere expressed. Santen 
of copper metal has been very heavy (at 1734 
cents.) Copper stocks have never been in a 
stronger position. The broad trend of secur- 
ity prices appears to be definitely upward, and 
from either a speculative or investment view- 
point the judicious purchase of standard 
issues at the present time will, we think, prove 
highly profitable.” 


The price of Union Pacific on October 
2, 1912, was 174%. The stock did not 
rise even as much as 3 points afterwards, 
and the trend of the stock and the market 
has been definitely down to this day. 

October 23, 1912, this firm again said: 


“Fundamental developments on our side 
continue to be of a highly favorable charac- 
ter. Railroad traffic is constantly mounting 
upward in volume, and practically all our im- 
portant systems are entering on an era of un- 
precedented prosperity. Close observers of 
the situation are firm in their belief that for 
the next eighteen months at least we are as- 
sured of a period of big business and pros- 
perous times. On all recessions there is buy- 
ing ef the strongest character.” 


The price of Union Pacific on October 
23, 1912, was 169%. 
November 27, 1912, they wrote: 


“Business continues to show unparalleled 
expansion and practically all lines of industry 
are unprecedentedly prosperous. Business 
courage is gradually growing stronger and 
there 1s great optimism as to the outlook. Our 
fundamental position is exceptionally sound, 
and as soon as the weight of temporary off- 
setting influences is relieved, security prices 
should resume their upward movement.” 
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The price of Union Pacific, November 
27, 1912, was 172%. 
August 17, 1912, another broker said: 


“What are the best stocks to buy in the bull 
market, which to all appearances again 
resumed its upward trend? The huge crops 
will benefit the railroads first. We consider 
Union Pacific one of the best stocks to buy.” 


The price of Union Pacific on August 
17, 1912, was 172%. The market had 
made top a few days previous and was 

inning to decline. 

August 17, 1912, still another house 
expressed this view: 

“The United States is going to be very pros- 
perous before Thanksgiving time. The splen- 
did crops which are in sight mean much more 

is universally realized. As a matter of 
fact, the volume of this year’s crops, with the 
attendant industrial and commercial activity 
resulting therefrom, will be shown, before next 
spring, to be just as though cach business man, 
industrial manufacturing and railroad corpora- 
tion had had their income increased over last 
year about 10 per cent. It is a wonderful pic- 
ture } od ye which is spread out before 
us. those who now realize the situation 
as it —— exists are the ones who are goin 
to profit most through this prosperity. It w 
not be long before you can ask any business 
man the familiar question ‘how is business? 
and he will answer in a full optimistic voice 





_ “All this ge ge is going to be reflected 
in the prices of stocks, and in our opinion 
hn is now a splendid opportunity for those 
who sp the situation to make large profits. 
Al increase in buying power throughout 
the United States means Lapereenlly a like in- 
crease in the price of stock 

“In our opinion the oeuite from carefully 
selected investments made now will within 
six months astonish us.” 

As a matter of history, the market was 
a deal lower “within six months.” 

ugust 21, 1912, a broker wrote: 

“We believe that only some great and un- 
expected calamity can prevent an advance in 
stocks for the next four to six weeks. Why 
not let us buy for you, at the market, without 
waiting for any reaction, such number of 
a as you can comfortably carry, for these 


rT he " steel industry is fast passing into 
boom conditions; we are on the eve of still 


= rices for copper metal; cr were 
& so large; railroads can ‘hardly avoid 

traffic ic congestion 
“Of the Steel stocks, by S. Steel 


ei of the railroads. * ng Pacific 
) and € Ata (Obs) ; of the coal 
roads, buy Eri 


Instead of "bsing ‘higher in the “next 
four to six weeks” the market was lower. 


October 4, 1912, a leading investment 
house wrote: 


THE MAGAZINE OF WALL STREET. 





“We believe that with enormous crops as- 
sured, railroad earni showing a real 
marked increase for the first time in six years, 
and not only the volume, but profits of busi- 
ness steadily increasing, prosperity has ac- 
quired too much momentum to be stopped 
without first being expressed in higher secur- 
ity values.” 


The price of Union Pacific on October 
2, 1912, was 174%, and the New York 
Sun average of 25 stocks, 106.51. The 
1912 market was practically at top when 
this was written. 

May 11, 1912, a broker’s letter read: 


“Advantage should be taken of the present 
reaction to buy stocks for a long upward 
swing.” 

Price of Union Pacific, May 11, 1912, 
171%. The “long upward swing” came 


not. 
March 18, 1914, another: 


“The time is near at hand when a vigorous 
sustained recovery in prices will soon be un- 
der way. The selling is over and the buyers 
have allowed for all contingencies and are 
not to be shaken from their position. There 
is the greatest encouragement in the prospect 
for the coming season’s crops, labor is highly 
efficient, shelves are bare and warehouses 
empty, the banks are groaning with the peo- 
ple’s savings, while Congress at one stroke 
has released a flood of credit such as has 
never before been known in the world’s his- 
tory. The foundations of a great prosperity 
have been laid, the business of the country is 
in the mood to go ahead and Wall Street is to 
lead the way.” 


What the market did to this prediction 
is well shown by the prices of leading 
stocks on March 18 and July os 


Amal. epee ke 

Canadian Pacific. ... ptt, 157 74 ri] 
MES ic be gees « 164% 140 24% 
a oe eee 64 51 12% 
25 stocks (Sun)... 90.06 = ~. 


Eprtor’s Note: 

Brokers would be the first to admit 
that “it is not possible for one who does 
not understand the market to pick up a 
broker’s letter, act on some of the sug- 
gestions made therein, and make a profit” 
—as a continuous and settled method of 
operating. What the broker hopes is 
that his market letters may be of help to 
the investor in forming a sound judg- 
ment of the general situation. 

The method used by “G. L. B.” in pick- 
ing out individual instances where the 
broker went wrong is not exactly fair to 
the broker. For example, no broker 
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could be expected to foresee the present 
European war. It is a disaster which all 
must suffer alike. Again, the broker 
naturally has a right to change his views 
on the market very quickly as new con- 
ditions arise. In some of these cases the 
broker might have been wrong in the let- 
ter quoted and right in another letter 
written the next week. 

Our June, 1914, issue contained an ar- 
ticle by J. Howard Gibbs giving a de- 
tailed analysis of twenty brokers’ letters 
for a period of six months and showing 
in the form of a graphic how many were 
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right and how many wrong each week. 
This graphic made a much better show- 
ing for the brokers than “G. L. B.” is 
willing to allow them. 

For example, in the week ended De- 
cember 13, 1913, fifteen out of twenty 
brokers were bullish and the remaining 
five non-committal. None were bearish. 
That was the week of lowest prices 
between the advance which culmi- 
nated in September, 1913, and the sub- 
sequent rise which reached a still 
higher point towards the latter part 
of January, 1914. 





A Method of Trading in Wheat 


[NOTE.—About six years ago the following article came into the possession of this 
magazine. As will be noted, it is based on the theory that puts and calls (or as they are 


now named, bids and offers) exercise a certain degree of control over the daily fluctuations 
of the Chicago wheat market. At that time trading in puts and calls at Chicago was under 
oe legal ban and business in them was entirely discontinued. Hence the article was not pub- 
isnead, 

Recently the Illinois legislature has passed a law authorizing trading in privileges or 
“indemnities,” and with the increased trading in wheat since the war began, “bids and offers” 
have resumed their old-time activity. E. W. Wagner summarizes the present rules on the Chi- 
cago Board of Trade as follows: : 

“The Illinois State Legislature has recognized the great necessity of grain indemnity trans- 
actions by legalizing Bids and Offers. Under this law you can purchase Bids and Offers irre- 
spective of any market interest. The selling has never been restricted. Purchase of Bids is 
an insurance against long grain. Purchase of Offers is an insurance against short grain. 

“Whenever Bids and Offers are good the result is a regular trade, as your transaction 
becomes a pit affair. You close up a ‘long’ or ‘short’ transaction or oe a new market 
interest by becoming ‘long’ or ‘short’ as the result of buying or selling Bids and Offers. 

“If you are bullish you buy Offers and sell Bids. If you are bearish you can buy Bids 
and sell Offers. If you desire to become long on a decline you can sell bids. If you wish 
to become short sell Offers. The new plan gives you a 24 hour and a weekly protection. Daily 
indemnities are very active. Weeklies are more limited. Dealings in monthlies are very rare. 

“You can instruct your broker to protect your account and also to acquire grain for you 
on the terms herewith outlined. Brokerage charge is 25 cents per 5,000 bushels, 
buyer and seller. Buyer of Bids and Offers pays $1 per 1,000 bushels. Cost of Bids on 5 
bushels and brokerage is $5.25. Seller receives $4.75 net—25 cents brokerage being d ; 

“When Bids and Offers become ‘good’ they merge into pit transactions and are subject 
to regular commission of $7.50 per 5,000 bushels. : 

“Outside the scope of daily Bids and Offers we are able to secure favorable Bids and 
Offers on weekly contracts at various times. Buyer of weeklies pays $5 per 5,000 bushels and 
$1.25 brokerage. Total, $6.25. Net credit to the seller of 5,000 weeklies is $4.75. 

“Smallest amounts are: wheat 1,000 bushels, corn and oats 5,000 bushels.” t 

Under these conditions the method explained in the article becomes feasible again. We 
assume no responsibility for the value or success of the method—we simply publish the article 
just as the author wrote it, with a few verbal changes and condensations. Even if the plan 
is not workable exactly as here presented, it may suggest valuable ideas to traders in wheat. 
Undoubtedly judgment would have to be exercised as to the kind of markets in which profits 
could be made by any plan similar to this—Txe Eprrors.] 





FTER a very thorough investi- 
gation of about every trading 
me) «= system known, I, like many 





= others before me, evolved one 
of my own. This method I applied to 
trading in wheat. It is founded mainly 
on the idea of making the chances for 





profit greater than the chances for loss. 

From observations running over a 
period of years I discovered that wheat, 
when once it gets started on a move, 
keeps going in the same direction for 
some time, until the world-wide influences 
causing the change in price have been 
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discounted. In fact, it usually acquires 
a sort of momentum which carries it 
beyond the price that would represent 
conditions exactly, and this results in a 
considerable reverse move. 

I also found that in about 19 cases 
out of 20 the trend reversed itself over 
night and not during the day. Hence 
if wheat was on the up trend and I 
bought on the opening I stood a good 
chance to make a profit during the day. 

Pursuing this idea further, I found 
that in about four cases out of five if 
wheat opened above the close of the pre- 
vious day, it would go further during 
the session. The same principle, of 
course, applied during a downward 
trend, 

But while the price would move in the 
manner mentioned, it would frequently 
react again during the day—not enough 
to reverse the trend, but enough to cancel 
or reduce the profit, especially after com- 
missions were allowed for. The question 
then was, Where should the trade be 
closed so as to get the largest average 
profit ? 

I figured that nothing should be car- 
ried over night; for if wheat opened 
higher today it might open lower tomor- 
row. 

To solve this problem I studied puts 
and calls for several years and came to 
the conclusion that daily puts and calls 
were “good” at the close of the market 
only about one day in twelve. That is, 
if you sold calls on wheat every day 
over a series of years, you would 
be “hit” about one day in twelve, on 
the average. In many cases, of course, 
the price would go above calls or below 
puts at some time during the day, but 
would work back to the put or call price 
by the close of the market. 

The plan I finally worked out did not 
contemplate dealing in puts or calls, but 
only in wheat, and my rules were as fol- 
lows: 

(1) If wheat opened up 1/16 or more 
above previous close, I bought. 

(2) If wheat opened down 1/16 or 
more below previous close, I sold. 

(3) I made but one trade during the 
day (subject to exception to be noted 
later). 

(4) If wheat was bought on Rule (1) 
I closed the trade when the call price 
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was reached; if sold on Rule (2) I 
closed at put price. 

(5) If the trade was not closed under 
Rule (4), I closed it at the end of the 
session, regardless of price. 

(6) About once a month I was able, 
after closing a trade under Rule (4), to 
reinstate it at the same price as on the 
opening, handling it thereafter the same 
as if it had been made at the opening. 

Rule (4) was founded on the fact that 
the people who sell daily privileges (or 
indemnities) on wheat are wonderfully 
good guessers as to what the market 
will not do the next day. Therefore, if 
you had bought wheat on the opening, 
when it reached the call price you gen- 
erally had about all the profit there would 
be in it for that day. Consequently 
you might as well close the trade. 

This sometimes required a good deal 
of courage, for when wheat reached the 
call price it always looked just ready to 
go higher, but experience showed that 
even if it did go higher it would usually 
come back before the close. 

This method had the advantage of re- 
quiring very little capital, no guessing 
or worrying, and a clean sheet every 
night—consequently a clear head to start 
fresh the next morning. It required, 
however, very quick action on the open- 
ing in order to get the trade executed 
the right way before the market got 
away from me. I overcame this by giv- 
ing previous instructions to my broker 
as to exactly when a sale should be made 
on the opening and when a purchase. 

For the first 47 days that I used this 
method the results were as follows: 

Range of price from high to low within 
the period S314 cents. ; 


39% cents 


‘ 


Commissions 


“ 


Net profit 


(Commissions were then % for the 
round turn, including both buying and 
selling. They are now at the rate of 
$1.50 per thousand, which would reduce 
net > gems to 20% cents.) 

e method required close attention. 
I gave my broker standing orders in 
regard to opening the trades but watched 
the market and closed the trades my- 
self.—H. A. L. 
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THE FORUM 3 |==senine 
Where Every One Has His Say 


As the Romans gathered at their Forum to discuss questions of common good, we invite 
our readers to make this department their common meeting ground—to contribute their views 
on financial topics of general interest and to ask questions relating to the science of investment, 
methods of operating, customs of the markets, general financial conditions, etc. If you should 
disagree with us or with our contributors, we will gladly print your criticism, space permitting. 
We welcome suggestions, Tell us what articles best fit your needs and then we can serve you 


to better advantage. 
self-addressed envelope. 


Suggested Investment. 


At the present time I have idle money 
which is drawing only 2% in the bank. 
would like to invest it in stocks. Will you 
please give me your advice as to what you 
think would be the best course I could fol- 
low considering safety first, rate of income 
and speculative possibilities—H. J. 

We would suggest that you consider 
Union Pacific common, Bethlehem Steel 
preferred, and Chino. The first two stocks 
give you a good yield on the investment, 
and are in a strong position. Bethlehem 
Steel preferred is one of the most attractive 
of the industrial preferred stocks. The 
company’s earnings are large and the mar- 
gin of safety above the preferred dividends 
is very heavy. You are doubtless familiar 
in a general way with Union Pacific. One 
of the great advantages of this stock among 
the railroads at the present time is that its 
troubles with the government apoens to be 
over, as it has distributed the holdings of 
B. & O. to which the government objected. 
Earnings on this ok are generally well 
maintained during periods of business dull- 
ness. 

Chino is now selling low because the war 
has destroyed the foreign market for cop- 
per. When this condition will pass away, 
no one can tell, but the world’s demand 
for copper is practically certain to increase 
over a period of years, while the supply of 
copper appears to be limited. Chino is a 
ow cost producer, and it appears probable 
that it will be able to maintain its present 
dividend rate, which is 50 cents quarterly 


If you desire a personal reply to questions, please enclose stamped and 
Address, THE FORUM, care of Macazine or WALL Street. 


on each share, par value $5. Before the war 
its dividend rate was 75 cents quarterly and 
presumably this dividend will be resumed 
when the copper market improves. 


Louisville Gas & Electric—Western 
Power. 


R. H.—We regard Louisville Gas & Elec- 
tric 6% Gold Notes due 1918 as a slightly 
speculative proposition. The income of this 
company is to some extent dependent upon 
natural gas, piped to Louisville from dif- 
ferent fields. Gas fields have sometimes 
given out unexpectedly when the expecta- 
tions had been for a continued supply over 
a period of years. Moreover, while earnings 
for twelve months ended September 
last were $388,850, compared with only 

: annual interest requirement on the 
amount of notes to be issued at this time, 
the company may, before the maturity 
of these netes, issue additional first mort- 
gage and refunding bonds, or create pur- 
chase money mortgages and pledges for 
temporary loans and may issue $1,550, 
additional notes, provided that surplus earn- 
ings are equal to three times the interest 
on the notes. : 

This cannot be said to represent the high- 
est degree of security. We would not rec- 
ommend the purchase of these notes to 
yield 7%. If you desire a 7% income, we 
think you could obtain it just as safely, and 
with better prospects for an increase of 
principal, by the purchase of a good pre- 
ferred stock. Such issues have been rec- 
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ommended from time to time in our 
columns. 

Western Power Co. first mortgage 5% 
bonds are well secured, as they apply on 
all the property of the company. They 
are of course inactive, but would have fair 
salability under ordinary conditions. The 
company has shown a rapid increase in sur- 
plus above charges since 1912. At that time 
the surplus was only $285,644, while for the 
ror ended September 30 last it was $770,- 

16. The business of the company is of a 
permanent character, and is in a growing 
territory. While these bonds could not be 
considered of the very highest grade, they 
may reasonably be called a safe business 
man’s investment. To yield 614% the of- 
fering looks attractive. 

Western Power preferred stock is now in 
arrears 18%, but will probably begin divi- 
dends in 1915 if reorganization plan becomes 
effective. The common looks like a good 
speculation at current prices. 


Chile Copper 7s 


L. R.—There are Fe a ee Chile Copper 
Co. 7% Ten-Year Gold Bonds outstanding 
dated May 1, 1913, and convertible into the 
stock at par, which is $25. This company 
owns several hundred acres at Chuquica- 
mata, Chile, on which there is an ore body 
estimated to contain 200,000,000 tons of ore 
averaging 244% copper. The company is 
controlled by the Guggenheims, and ap- 
parently has good prospects. Mining op- 
erations have not yet begun there, as the 
enterprise is in its early stages, and there- 
fore it is not possible to form any more 
definite opinion in regard to it. 


Ohio Oil. 

What is your opinion of Ohio Oil stock, 
and its future as it now looks to you? 
Today I received from Ohio Oil Co. notice 
that the Illinois Pipe Line has been incor- 

rated at $20,000,000 to take over the pipe 
ines now owned or controlled by the Ohio 
Oil Co. I bought this stock on the strength 
of a stock dividend being declared soon, as 
I was led to believe there would be one 
during the past summer. Would you advise 
me to hold it? 

What do you think of Riker-Hegeman, 
Blue Bull Mining and Jumbo Extension ?— 








It is difficult to speak definitely about the 
value of Ohio Oil stock, because none of 
the recent earnings of the company have 
been made public. However, it is the opin- 
ion of well informed oil men that its earn- 
ings are very large. This company was in- 
corporated in 1887, and the original capital 
was. $2,000,000. Later it was increased to 
$10,000,000 and then to the present amount 
of $15,000,000. Par value of stock is $25. 


It is not only a producer of oil, but owns 
an extensive pipe line system, which is now 
to be taken over by a separate wens gp: It 
is highly 

holders 


robable that the present share- 
1 receive valuable rights to sub- 
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scribe for the stock of this new company. 


_ Ohio Oil paid 8% dividends in 1903, 2.13% 
in 1906, 19% in 1912, and 57% in 1913. The 
current rate is 5% quarterly with bonuses. 
The company’s balance sheet shows the ex- 
istence of a very large surplus, three times 
the amount of the capital stock, and this 
has given rise to the belief that sooner or 
later the ra oy must make a distribution, 
probably in the form of new stock. We see 
no reason why you should dispose of your 
stock at the present time; would prefer to 
hold it until the outcome of the situation is 
clearer. It looks like good property. 

It is likely that the immediate effect of 
the distribution of pipe line stock has al- 
ready made itself felt in the price of Ohio 
Oil. We would not recommend that you 
buy now solely for the purpose of sharing 
in the distribution. 

Riker-Hegeman is a Whelan proposition, 
and appears to have excellent prospects. 
We have no information of value in regard 
to Blue Bull Mining or Jumbo Extension. 
Personally we do not care to deal in stocks 
of this character. 


American Real Estate 6s. 


Would you advise me on the merits of the 
6% accumulative bonds of the American 
Real Estate Co.?—J. D. 

This company is very strong, has large 
capital, is well managed, and its investments, 
which are all confined to real estate in or 
near New York City, have been well selected 
and in the main very profitable. 

These bonds are of course in the nature 
of debentures. They are simply the com- 
pany’s promise to pay. They are not like 
mortgage bonds, and are not based upon 
any particular property. In other words, 
they are unsecured promises to pay, and 
their value depends entirely upon the credit 
and standing of the company which issues 
them. 

The company has always sold them at par, 
with various arrangements for payments by 
instalment, etc. However, it has usually 
been possible to buy them from houses 
making a specialty of dealing in them at 
somewhat less than par. . 








Western Maryland First 4s. 


H. F.—The Western Maryland obtained 
very unsatisfact results in the fiscal year 
1914, owing to a big increase in maintenance 
of way and equipment and in transportation 
expenses. The result was a heavy deficit 
If business improves during the present fis- 
cal year, the company will penetly be 
able to pull out of the hole. This road is 
in good condition, and the extraordinary ex- 
penses for maintenance should no longer 
be necessary. It is probable, also, that 
transportation expenses can be trimmed 
down considerably. 

The road has prepared to handle a heavy 
through business as a result of its recent 
extension, but owing to general dullness the 

increase in business has not yet 





























put in an appearance. We are inclined to 
think that better results will be obtained 
in the current fiscal year than last year. 
These bonds are a direct first lien on 329 
miles of road, a direct second lien on 61 
miles additional, and also cover 131 miles 
of leased line, subject to a small amount 
of underlying bonds. They are therefore 
well secured. 





A Selection of Investments. 


H. B—Your selection of stocks to be 
‘i for in full is a very good one. You 

ave evidently bought Southern Pacific be- 
cause of its large equities and excellent 
future prospects; Atlantic Refining because 
of its exceptionally heavy earnings, which 
have not been distributed in dividends since 
1906, when 45% was paid; Westinghouse 
Electric, Can common and General Motors 
because of the high earnings and generally 
good business prospects of these compa- 
nies; American Car & Foundry because of 
the heavy business in railway equipment 
which this company will necessarily do as 
soon as the railroads can finance their re- 
quirements; Sears-Roebuck and Kresge be- 
cause these companies are growing rapidly 
and handle a class of business which does 
not suffer severely in hard times; Keystone 
Telephone because of the increased earn- 
ings of the company during the last few 
years, and the stability of the telephone 
business in general; Kansas City Southern 
because of the exceptional success of this 
road in maintaining its earnings during the 
last few years of severe conditions for all 
the railroads of the country, and Standard 
Milling common because it has recently be- 
gun the payment of dividends and has 
shown increased earnings year by year, also 
because the big demand for wheat at high 
prices resulting from the war works to the 
benefit of this company. 

You have, of course, bought these stocks 
with view to speculative prospects, and have 
therefore included a number of stocks of 
the speculative class, together with others 
on which dividends seem to be exceptionally 
well assured. We do not see that any 
serious criticism can be made of your list 
of holdings. Perhaps American Car & 
Foundry and Kansas City Southern are the 
weakest members, in view of the numerous 
uncertainties which surround the railroad 
situation. 


Anaconda — Nevada Consolidated — 
Erie. 


P. R.—There is no special fault to be 
found with the stocks you have. Anaconda 
is a sound dividend payer, and there is no 
reason to suppose that it will not continue 
to be a heavy producer for years to come. 

The amount of ore available for Nevada 
Consolidated is estimated at about 15 tons 
of ore to each share of stock. The treat- 
ment of this ore may naturally be expected 
to yield about $1.50 per ton, but this return 
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will be distributed probably. over 15 or 20 
years. There is also $4.83 of current and 
deferred assets behind each share of stock. 
During the last quarter the average cost of 
production was 9.6 cents per pound of cop- 
per. From this you will be able to estimate 
the value of Nevada Consolidated. Of 
course, we have to remember that when 
this ore is used up the stock will presum- 
ably be worth nothing. 

Ecie undoubtedly has a good future. Great 
improvements have been made in the road 
within the last few years, but owing to 
the present business depression, gross ton- 
nage has not increased enough to yield 
profits for the stock. Of course there is a 
big capitalization ahead of Erie common in 
the form of bonds, notes, first preferred 
and second preferred stocks. 





Copper Stocks. 


L. T.—Chino is now paying 50 cents quar- 
terly. Ray dividends discontinued. Miami 
—action on last dividend deferred, usual 
dividend rate 50 cents quarterly. These 
stocks are well established, and good invest- 
ments. The properties are in regular opera- 
tion, and will yield good results over a period 
of years. 

Braden is located in South America and 
has not quite equaled the expectations of its 
promoters down to date. The ore averages 
about 2%4% copper, but the company has 
been disappointed in the amount of copper 
recovered through its mills. It is now ex- 
perimenting with a new process from which 
it is believed that better results will be 
obtained. More speculative than the three 
above mentioned, but probably well worth 
present price. 

Inspiration is not yet ifi operation, and 
some further financing will probably be 
necessary before it is ready to begin. It 
has a big supply of low grade copper ore 
and there seems no reason to doubt that it 
will prove to be a successful mine. 





U. S. Steel—Union Pacific—Pennsyl- 
aid 


_ Kindly let me have the benefit of your 
judgment regarding the oe of the fol- 
lowing stocks: U. S. Steel preferred and 
common, Union Pacific common and Penn- 
sylvania.—M. M. 

We consider U. S. Steel preferred a safe 
purchase. It is what is ordinarily called a 
business man’s investment. The steel and 
iron business is now at a very low ebb, and 
the next big move will have to be a revival. 
Prices for iron cannot go much lower than 
they are now, and the demand for steel since 
the war began has been at the minimum. 

Steel common is of course a speculation 
rather than an investment. Since the divi- 
dend has been reduced from 5% to 2%, the 
yield on the investment is no longer as 
attractive as before. We felt strongly that 
it was a purchase around 40, and so advised 
a number of persons inquiring, but we 
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would feel more cautious about buying it at 
50, and would prefer to buy it on sharp de- 
clines only, until the steel Beckdane makes a 
better oes 

Union Pacific common is a good invest- 
ment stock and returns a fair yield on the 
money. Its dividend has every appearance 
of being secure, and its earnings usually 
hold up well in periods of dullness. The 
strategic position of this railroad is unex- 
celled by any other line in the country. 

The position of Pennsylvania depends to 
a considerable extent on the attitude toward 
tailroad rates assumed by the Interstate 
Commerce Commission; as you know, their 
decision is still pending. Personally our 
feeling is that we would rather not purchase 
the stock of this road at present, unless the 
commission permits some increase in rates. 
The company is very strong financially, of 
great resources and has a splendid territory, 
and undoubtedly the stock will continue to 
pay dividends, with perhaps a possibility of 
some decrease in the dividend rate, but at 
present we would not select this road as an 
especially good investment. 


Southern Pacific. 


Please give me your opinion as to the 
probability of Southern Pacific maintaining 
its 6% dividend, and also the future out- 
look for that company. What will be the 
effect, if any, of the Panama Canal on this 
road?—C. F. 

We believe Southern Pacific will be able to 
maintain its 6% dividend, unless business con- 
ditions should become worse than now seems 
likely. 

_As you will note from our Bargain In- 
dicator, earnings of the company have been 
well in excess of the dividend rate for a 
series of years, having been close to 10% 
in 1909, 1911 and 1913, and having reached 
13% in 1910. The yn pry ! owns oil lands 
estimated at a value of at least $100,000,000 
and perhaps worth much more than that. 
It also has about $100,000,000 invested in 
the Pacific Electric Railway, having mileage 
of 1,100, which so far has yielded Southern 
Pacific no return, and it owns other electric 
properties ~aaas a face value of $72,000,000, 
a majority of the $40,000,000 stock of As- 
sociated Oil Co., and has an investment of 
about 000,000 in Mexico. It may take 
some time to bring these properties into a 
position to return dividends, but they repre- 
sent important assets, which eventually will 
be of great benefit to stockholders. We 
consider the future prospects of this road 
exceptionally good. 

The Panama Canal will divert a certain 
amount of trans-continental traffic, but we 
doubt if this has any permanently injurious 
effect on the earnings, in view of the grow- 
ing character of the territory served. 


Missouri, Kansas & Texas. 


G. B.—Have not recommended purchase of 
M. K. & T. common at any recent date. On 
the contrary, our “Bargain Indicator” for 
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some months past has called attention to 
the fact that this company had passed its 
preferred dividend, and that its credit was 
poor. We presume you may refer to some 
item of news condensed in our department 
“Investment Digest.” 

We would not favor sacrificing your hold- 
ings of this stock just at present. Would 
suggest that you hold it until conditions 
improve, as it will be likely to sympathize 
with any general advance in the stock mar- 
ket. The company has been hard hit by 
the business dullness resulting from the war, 
especially by the impossibility of selling 
cotton, but it operates in an excellent sec- 
tion where the natural tendency is to- 
ward growing business, and we think 
that the persistent holder of this stock 
will eventually see better prices for it. 
Nevertheless, it is not a stock that we would 
select as a bargain. 





Interborough-Metropolitan Preferred. 


I am long 50 shares Inter.-Met. preferred. 
What is your opinion of this stock and 
would you advise me to hold it?—C. F. 

We would advise you to hold this stock 
for the present. It is probably some dis- 
tance away from dividends, in view of the 
large expenditures which this company is 
making in connection with the construction 
of new subway and elevated lines. We are 
unable to see that this stock has any better 
prospects than many other securities which 
might be selected, but at the present time 
the stock market generally is at a low price 
basis and we see no reason why you should 
sell until better conditions prevail. 





American Tobacco 


D. N.—American Tobacco preferred has 
every appearance of being a sound invest- 
ment, and would naturally be considered 
about on a level with bonds which give the 
same yield on the investment. The business 
of the American Tobacco Co. is very profit- 
able and no reason can now be discovered 
why it should not continue so. The pre- 
ferred stock has only moderate fluctuations 
owing to the big earnings that are behind 
it. As the company has scarcely any bonds 
ahead of this stock, the position of the pre- 
ferred is not far different from that of an 
industrial bond. 


Western Union—Ontario & Western. 


I would like your opinion as to the future 
of Western Union Telegraph stock. Would 
ou advise the sale of Ontario & Western? 
yO ox think there is any prospect of W. 
U. T. increasing dividends to 5%?—J. V. 

We believe that Western Union has ex- 
cellent prospects, but see no reason why 
the company should attempt to increase its 
dividend to 5% at ao. Its earnings 
show a normal surplus above the present 





4% rate, and it is probable that that rate 
can be maintained. The matter of advanc- 
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ing the dividend rate beyond 4% has not 
been discussed as yet. The war has bene- 
fited the business of this company, but that 
is, of course, a tempofary influence. 

We would not favor selling New York, 
Ontario & Western at present prices. All 
stocks are now low and the earnings of this 
company have been reasonably steady for a 
period of years, although small. We think 
you would get better results to hold this 
stock until an improvement in the general 
market, when the chances are a better price 
can be realized. 


Alaska vs. Yukon Gold. 


What is your opinion of Yukon Gold and 
how does this stock compare in merit to 
Alaska Gold?—M. S. 

The prospects of Alaska Gold appear to 
be better than those of Yukon. Alaska 
owns extensive low-grade free milling prop- 
erties near Juneau, and the gold developed 
thereon has exceeded the anticipations of 
the company’s promoters. These good 
prospects have resulted in a material ad- 
vance in the price of the stock. The first 
meeting of directors for the consideration 
of dividends will be held April 16 next. As 
yet no dividends have been declared. 

Yukon is a Guggenheim company and has 
been in operation since 1907, but results 
have been, on the whole, rather disappoint- 
ing. The company owns large placer fields, 
and in 1913 acquired new properties in Cali- 
fornia. Dividends of 2% quarterly were 
paid from 1909 to 1911, but during 1912 and 
1913 they were reduced to 7% cents per 
share quarterly. The company may do bet- 
ter in future through acquirement of new 
properties, but for our part we would prefer 
to let the stock alone. 


United Profit Sharing. 


Please give me an idea of the future value 
of United Profit Sharing and what you 
know about the reported increase of cap- 
italization.—P. M. 

United Profit Sharing has so far proved 
a remarkably successful ge + It has 
closed contracts with some of the biggest 
manufacturers in the country, such as Wrig- 
ley Chewing Gum Company, James A. Pyle 
& Company, Tobacco Products Corporation, 
Ward Bread Company, etc., etc. Large 
profits are expected, and the directors there- 
fore decided to increase the authorized 
stock from $350,000 to $2,000,000, issuing 
rights to present stockholders to subscribe 
on February 1, 1915, for four shares of new 
stock at par for each share of old stock held. 

The price of the present stock has prac- 
tically discounted the rights which are ex- 
pected to accrue, and we would hardly ad- 
vise the purchase of the stock solely for the 
purpose of participating in the rights. How- 
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ever, the general prospects of the company 
seem to be excellent, and we see no reason 
to doubt that the stock is worth its present 
selling price. 


Chicago Great Western. 


I hold a number of shares of Chicago Gt. 
Western common. Do you think it would 
be better to sell them and invest in some- 
thing else, or do you think they will enhance 
in value, or have they much speculative 
future?—E. F. 

We do not consider the prospects of Chi- 
cago Great Western common especially 
brilliant. It will probably fluctuate in gen- 
eral harmony with other railroad stocks, 
but as it is inactive and the price is low, its 
movement in either direction will be slow. 
We think many other stocks have a better 
speculative future than Great Western. The 
company’s earnings are fair, but have no 
special feature. 


Comparison of Stocks. 


Which is better to buy, Virginia Chemical 
common at and National Enameling 


common at 9, or Ray Consolidated - er 
st - and Southern Ry. common at 17?— 


We would favor the purchase of Ray and 
Southern Railway, as compared with Vir- 

inia-Carolina Chemical and National 

namel. The copper situation may be slow 
in working out, but the demand for copper 
in future years is assured and will increase, 
while the supply is limited. 

Southern Railway has good prospects and 
we consider the common a desirable spec- 
ulative purchase. Of course it is a long 
way from a dividend. 


Central Leather. 


Which do you consider the best invest- 
ment, Central Leather, Kansas City South- 
ern or Southern Ry. common?—J. G. 

Of the three stocks you mention, we 
would be inclined to vote for Central 
Leather, which is paying 2% dividends, and 
is now selling on the Curb about five points 
higher than the July 30 close. This com- 
pany is doing a big business as a result of 
demands from abroad incidental to the war, 
-— seems to have good prospects for the 
uture. 


St. Paul Convertible 4%4s. 


W. T.—These bonds were issued in de- 
nominations of $100, $500 and $1,000 in cou-. 
on form, and , $1,000, etc., in registered 
orm. This is a general mere bond, not 
a first mortgage. It is preceded by various 
other issues, but its margin of safety is so 
large that it is to be rated as a safe and 
desirable purchase. 



























Technical and Miscellaneous Inquiries 








Buying Cotton. 


W. O.—We think the purchase of cotton 
for the long pull is a safe proposition, as 
it is now selling below cost of production. 
The best plan is to buy Cotton Futures in 
the New York market. These can be ex- 
changed for later futures as desired. Later 
futures may sell at a premium over the early 
deliveries, but it is not likely that the pre- 
mium will be greater than the cost of pay- 
ing storage and carrying charges on cash 
cotton. 

Good daily cotton papers are the New York 
Journal of Commerce and the New York 
Commercial. The Commercial and Finan- 
cial Chronicle, New York (weekly) devotes 
considerable attention to the cotton market. 
Theodore Price, 24 So. William street, New 
York, issues a weekly called “Commerce & 
Finance,” which has a cotton department. 





Loans and Deposits. 


I have been very much instructed and 
helped in.times past by Mr. Selden’s articles 
on various phases of the money question, 
particularly those with reference to his in- 
terpretation of various ratios and curves 
based’ on the New York bank statement. 

I have worked out many of these ratios 
myself back to the year 1 It is needless 
to say that I have been and am very much 
concerned over the determination of the 
changes in these various ratios and curves 
due to the alteration in the bank system 
brought about by the new reserve act. It 
has occurred to me that there must be some 
relation, for example, between the loan and 
deposit items as they appear in the new 
statement and the loan and deposit items as 
they appeared in the old statement. 

I notice that the percentage of deposits 
to loans in the new statement is several 
points lower than in the old statement the 
week before the pr and I presume that 
a careful study of the change in require- 
ments as to the keeping of reserve with a 
proper allowance for the different banks re- 
pores under each system might account 
or the difference. It also seems to me that 
after adjusting the curves to the new re- 
serve requirements and different banks in- 
volved, the curve might be as good a guide 
in the future as in the past, and that the 
past history of the old curve based on the 
old reserve might be used as a basis for de- 
ductions as to the future after making al- 
lowance for the changes.—E. M. 

We doubt if it is possible to draw safe 
conclusions from the relation of deposits 
to loans just at the present time. The 
changes made by the new Federal Bank 
Law are so fundamental that it will be nec- 
essary to wait until the system has been in 
operation for a while before we can suc- 


cessfully analyze the results. At the pres- 
ent we think the safer plan is to discontinue 
the loan and deposit diagrams, and depend 
upon money rates and other fundamental 
conditions in drawing our conclusions. The 
loan and deposit diagram has been useful, 
but that fact must not lead us to continue 
to use it after conditions have changed. 





Execution of Orders on Curb. 


_ Last June purchased 600 Jumbo Ex., pay- 
ing for same in full. Some two months 
later phoned my broker to buy an additional 
600 at the market. When stock was selling 
between $3.50 and $4 I phoned him to sell 
100 at the market and have balance trans- 
ferred to my name, which he agreed to do. 
The next day I received a letter saying he 
had no personal knowledge of the purchase 
of an additional 600 or record either, re- 
questing me to come to the office with 
confirmation. Upon receipt of confirmation 
he immediately delivered the stock. He 
then asked me if I wanted to sell the 100 
shares, which I had ordered him to do the 
previous day. The market was 24@2%, 
so I told him to sell 100. The following 
day I received a statement showing that the 
stock was sold at 23%. 

The error on his part therefore caused me 
to lose $100. He does not mention the divi- 
dend on this stock, which is 5 cents a share. 
Am I supposed to stand this loss through 
no fault of mine? Am I not entitled to the 
dividend on this 100 shares? How am I to 

et the dividend on the other 1,100 shares? 

ou see I am holding “Street” certificates, 
the transfer books being closed—W. G. 
n your statement of the facts, your bro- 
ker has not handled your business promptly 
and accurately. We suggest that you make 
a strong demand on him to credit you with 
the sale of 100 shares at the price which 
was being gpeses at the time you telephoned 
him to sell at the market, instead of the 
price of 2% at which the sale was finally 
made. According to your statement, the 
delay was entirely his fault, and there is no 
reason why you should suffer from it. If 
you do not succeed in getting a satisfactory 
adjustment our advice to you would be to 
change brokers at once. 

Tt is likely that you would have difficulty 
in establishing any legal claim against your 
broker for damages owing to his negligence, 
because the business was transacted over 
the telephone and would be difficult to 
prove. If you cannot get an adjustment 
probably your best course is to drop the 
matter, but select a more careful brokerage 
house. 

In re to the dividend of 5 cents a 
share, the books closed November 20, and 
you are entitled to this dividend on any 
stock held on that date. The dividend, 




























































however, is not payable until December 15, 
so that your broker would not credit your 
account with the amount of the dividend 
until that date. 





Trading in Grain. 


B. S.—We have published a great number 
of articles on the use of charts and records 
of various kinds in connection with tradin 
in stocks, and of course the same genera 
principles apply to trading in grain. We 
have a book on “Studies in Tape Reading,” 
by Richard D. Wyckoff, price $3.06 ostpaid, 
the only book on that subject. rly in 
1915 we expect to publish a book entitled 
“Notes on Office Trading,” which discusses 
and explains the use of charts in active trad- 
ing. We also have a book called “Fourteen 
Methods of Operating in Stock Market,” 
price $1.04 postpaid, which contains many 
practical suggestions which could be applied 
to trading in grain. You would also get 
considerable help from a series of articles 
entitled “Practical Points on Stock Trad- 
ing,” by Scribner Browne, which began in 
our issue of February, 1914, and continued 
to and including the September number. We 
have all these numbers in stock, price 25 
cents each. 

The Chicago Evening Post publishes a 
special market edition which would be likely 
to help you in gauging the wheat market. 
The smallest quantity of wheat which is 
traded in is 1,000 bushels. Margins would 
differ greatly, according to the condition of 
the market. It would be necessary for you 
to take this matter up with your broker. If 
you are a regular reader of this magazine 
you know our views on the subject of mar- 
gins, namely, that the safe policy is to deal 
only with a thoroughly reliable broker, and 
then to keep in his hands liberal margins to 
cover all contingencies. The desire to op- 
erate on small margins is characteristic of 
the early stages of the trader’s career. 





Deposit of Collateral. 


I have a margin account with a reliable 
brokerage house. Since the closing of the 
Stock Exchange, at their request I deposited 
with them some stock certificates as col- 
lateral to strengthen my account. Do the 
certificates remain in my name, shall I re- 
ceive dividends same as usual, and do I get 
certificates back when I eventually close my 
account?—F. W. 

Stock certificates deposited as collateral 
usually remain in the name of the owner, 
endorsed in blank, and he gives the “eoker 
authority to di of the certificaces if 
necessary for the protection of his account. 
The owner receives dividends as usual and 
when the account is closed or when the cer- 
tificates are no longer needed for the protec- 
tien of the account he gets them back. 





Selling Short. 
All Wall Street books agree on this— 
that to succeed as a trader one must be a 
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bear as often as a bull. In fact, the “A. B. 
C. of Stock Speculation,” page 230, says: 
“Bear markets as a rule last longer than 
bull markets.” 

It appears to me, however, that it is easier 
to make money on the long side than on 
the short. A little common sense will tell 
one if a stock is intrinsically too low and 
sooner or later it must reach its proper 
value. For instance, now there are issues 
quoted below their real values—they may 
or may not go lower—but in all Bone. 
probability will eventually rise. I do not 
think, however, that the earmarks of a stock 
being too high are so visible. I wonder 
if any of your readers could, through the 
Forum, cast any light on this subject: How 
to gain any general idea of when a stock 
is too high with a view to selling it short. 
—Engurirer, SAN FRANCISCO. 

You will find some good suggestions on 
this point in our August issue, page 377 
We have also published various other ar- 
ticles in the past bearing on this subject. 
We shall be glad to hear from our readers 
as to the methods they employ and the 
success they have had in picking out stocks 
that are too high and selling them short. 





Tax on Cotton Futures. 


I am one of the satisfied subscribers of 
your magazine and have read it like a bible 
and have found much of interest to me. 

I am interested in buying cotton futures 
and ask you to advise me in your opinion 
the result of the government tax on futures. 
Do you think this law will interfere with 
buying futures on cotton or grain? In your 
opinion, which is the better to buy—May, 
July or October cotton? How does the 
cotton situation look to you? Do you think 
I am safe in buying now or would you 
consider better to hold off until later?—J. S. 

According to the Lever Law recently 
passed, a tax of 2 cents a pound is laid on 
the old-style contracts for future delivery 
of cotton, applicable, as we understand it, 
after February 18 next. This does not ap- 
ply on the new style contracts, and there- 
fore does not in any way interfere with 
dealing in futures, as the new style contracts 
are already being traded in. This does not 
affect the grain markets at all. Of course, 
there is also the war tax of one cent for 
each $100 in value of cotton sold, but this 
= have practically no effect on the mar- 

et. 

We think cotton is a safe investment pur- 
chased around present prices. We would 
prefer to buy the distant futures, as no one 
can tell how long it will take to straighten 
out the cotton situation. As to whether cot- 
ton should be bought now or a little later, 
we cannot say and doubt if anyone else can 
advise definitely on this point, as so much 
depends on the duration of war. It 
— be a good idea to buy about one- 
half your intended line of cotton now, with 
a view to completing your line at a later 
date if the price should decline further. 
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Dealing in Cotton. 


If I should purchase 100 bales of cotton 
at 74 cents, costing $3,750, and hold it for 
ene year, and at the end of that time the 
price was still 734 cents, how would my ac- 
count stand on the broker’s books, eapger- 
ing that I had deposited $1,500 margin 

n dealing in stocks I can insure myself 
against loss due to failure of broker by_tak- 
ing up the stock and carrying the certificate 
in my own safe deposit box. What similar 
—e could I take when dealing in cotton? 

If you purchase cotton futures, your bro- 
ker makes no charge against the account 
except commissions and the tax of one cent 
for each $100 value. At the expiration of 
the option you purchase, it is necessary for 

ou to change post holdings into a later 
uture, which, of course, costs you another 
commission. For instance, if you should 
now buy cotton for delivery in October, 
1915, you could hold it until that time with- 
out interest, and would then be obliged to 
transfer it to an option of a later date, or 
else accept delivery of the cotton. 

There is no —— way of taking up 
your cotton and carrying it yourself, as in 
the case of stock certificates. If you bought 
cash cotton you could do this, but storage 
charges and the trouble of carrying the 
cotton would make this impracticable. 





Past Movements of Stock Market. 


Is there any book published that tells 
which stocks and bonds went up and how 
much they went up during the years 1893 to 
1901, etc.°—T. M. 

We do not know of such a book as you 
desire. You could perhaps get some useful 

oints from Menge y=: for Profit,” pub- 
ished by us, price $1.04 postpaid, and from 
“How Money Is Made in Security Invest- 
ments,” by Henry Hall, price $1.62 postpaid. 

The latter book is a study of the long 
swings of the market and contains diagrams 
showing the movements of stocks and bonds 
for past years. 
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Earnings of Industrials. 


J. R—You cannot secure the monthly net 
earnings of industrial stocks, because the 
industrial companies do not give out their 
earnings monthly. A number of companies 

ive out quarterly earnings, which you will 

nd in the “Investors’ Pocket Manual,” is- 
sued monthly, price 25 cents postpaid. These 
companies are not required to report to 
the Interstate Commerce Commission, 
which has to do with railroads only. 





Daily Movements of Market. 


Is there any book discussing the daily 
movements of the stock market and how to 
judge them?—J. W. 

“Studies in Tape Reading,” price $3.06 
postpaid, is about what you want. That is, 
it comes nearer to giving the kind of in- 
formation you desire than any other book 
published. We enclose herewith our catalog 
in which you will find full description of 
this book, and very likely others of the 
books listed will interest you. 


Likes It. 


I like the magazine better each month, 
and hope you will develop constantly the 
department of conservative advice to small 
investors like myself. Sometimes I have 
felt that the magazine was too much inter- 
ested in speculative investments. In these 
times when novices like myself need careful 
expert advice you can be of tremendous 
service in giving us the safest and most 
useful advice—A. W. 








Binding Subscribers’ Magazines. 


M. C.—Our charge for binding volumes 
(each one coy a six magazines) sent us 
by subscribers is 67 cents each, including 
return charges, for all volumes up to XII, 
and 75 cents each for Volumes XIII and 
XIV. We usually have the bound volumes 
in stock, and send these in exchange for the 
magazines returned to us. 


Market Statistics 

Dow Jones Avgs. 50 Stocks. Breadth. 

12Inds. 20 Rails. High. Low. Total sales. (No. issues) 
Tuesday, July 28.......... 76.28 93.14 64.24 61.70 1,031,000 181 
Wednesday, July 29....... 76.42 94.12 62.71 60.54 804,300 165 
Thursday, July 30........ 71.42 89.41 61.73 57.41 1,037,000 191 
Friday, July 31........... Stock Exchanges Closed. 
Saturday, ember 12... 74.56 90.21 60.53 $9.72 110,900 &8 
Monday, December 14.... 76.86 92.29 62.56 61.18 231,100 102 
Tuesday, December 15.... 75.83 90.95 63.21 61.600 272,700 134 
Wednesday, December 16.. 76.02 90.89 61.98 61.40 114,100 118 


Stocks now used in Dow-Jones Avera 


phic. Can. Pacific, Ches. & Ohio, St. Paul, 
—_ Valley, Louis. & Nash., N. 


Y. Central, New Haven, 


are—Twenty Rails: Atchison, Balt. & 
el, & Hud., Erie, Ill. Central, K. C. South., 
Nor. & West., North. 


Pacific, Pennsylvania, Reading, South. Pacific, Southern Ry., Union Pacific. 
Twelve Industrials: Am. Smelt., Am. C. & F., Amal. Cop., Amer. Sugar, Cen. 


Leather, Gen 
Steel, U. S. Steel pf. 


Electric, Nat’l Lead, People’s Gas, U. S. Rubber, 


. S. Rub. Ist pf., U. S. 
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Book Reviews 


Applied Theory of Accounts. By Paul 
Joseph Esquerré, C. P. A., 519 pages, includ- 
ing complete index. (Ronald Press.) For 


sale by THe MaGazine oF Watt STREET. 
Cloth, $3.15 postpaid. Half leather, $3.65 
postpaid. 


An unusually complete, clear and simple 
explanation of the theory of accounts and 
the methods of applying the theory to prac- 
tical business. The book consists of five 
parts. Part 1 covers business organization, 
including four chapters on partnerships, cor- 
porations, organization and management, 
records, etc. Part 2 takes up the theory and 
technique of accounts, including eight chap- 
ters on single entry, double entry, triple and 
quadruple entry, books used in accounting, 
posting, classifications of accounts, etc. 
Part 3, the theory of asset accounts, four- 
teen chapters, taking up and explaining each 
kind of account in order, from petty cash to 
fixtures, good will, patents, investments, re- 
serves, deferred debit items, etc. Part 4, 
the theory of liability accounts, six chap- 
ters on capital stock, bonds, accounts pay- 
able, accrued liabilities, reserves and surplus, 
etc. Part 5, financial statements, nine chap- 
ters, covering balance sheets, income ac- 
counts, profit and loss, consolidated balance 
sheets, realization and liquidation, accounts 
of fiduciaries, etc. 

Examples, forms and illustrations ar scat- 
tered throughout the book, and no effort has 
been spared to give the student practical 
assistance. 





A Credit Union Primer. By Arthur H. 
Ham and Leonard G. Robinson; stiff paper 
cover, 80 pages, published by Russell Sage 
Foundation, New York City, price 25 cents. 

It often happens that one person in an 
neighborhood is borrowing money at a hig 
rate of interest while another person, per- 
haps a next-door neighbor, is lending money 
at a low rate of interest. Why cannot these 
two classes of persons get together, and 
thus save the loss which now results? 

This is the theory of the Credit Unions 
or Co-operative Credit Associations. It is 
estimated that more than 65,000 of these are 
now in existence in all parts of the world, 
with a membership of about 15,000,000 per- 
sons, and an annual business of $7,000,- 
000,000 


This book gives a complete account of 
the Credit Union, the methods of forming 
such unions, all books and forms to be used, 
by-laws, minute books and, in short, com- 
plete instructions, even down to interest 





tables and sample pages of account books 
to be used. The Credit Union Law of the 
State of New York is included in full. 





Business Organization and Combination. 
An analysis of its evolution and nature. By 
Lewis H. Haney, Ph.D., Professor of Eco- 
nomics in the University of Texas, and au- 
thor of “A Congressional History of Rail- 
ways” and “History of Economic Thought.” 
Cloth, 523 pages, including appendix and 
index. Price, $2.15 postpaid. (Macmillan.) 
For sale by MAGAZINE OF WALL STREET. 

A comprehensive and very clearly writ- 
ten book, dealing with the organization of 
business enterprises in the United States. 
It is intended primarily for students, but is 
so clearly and interestingly written that it 
appeals also to the general reader. Tech- 
nical language has been avoided and nu- 
merous concrete illustrations are given. 

The general scheme of the work is as fol- 
lows: First comes a series of chapters de- 
scribing and analyzing the various forms of 
business organization in such a way as to 
bring out the centuries-long evolution which 
has molded them. Then the corporate 
form, being clearly dominant, the life his- 
tory of a corporation is set forth in a series 
of chapters which describe in some detail 
the main events; promotion, underwriting, 
reorganization and the like. Finally, great 
evils having appeared in corporate organiza- 
tion, the question of public policy is raised, 
and an attempt at a comprehensive and 
scientific solution of that question is made. 

Book I treats of business organization, 
its evolution, tests of efficiency, etc. 

Book II covers individuals, partnerships, 
joint stock companies, corporations, trusts, 
federations, price combinations, pools, com- 
munity of interest, holding companies, 
amalgamations and mergers. 

Book III takes up the structure and life 
history of a typical business corporation, its 
internal organization, promotion, underwrit- 
ing, marketing of stocks, reorganization and 
receivership, and as an example, the de- 
velopment and organization of the Inter- 
national Harvester Co. 

Book IV considers business organization 

from the point of view of public policy, 
evils and their remedies, the Sherman Aet, 
etc. 
The book is the most thorough discussion 
of this subject that we have as yet seen, and 
it will be of interest to a large circle of 
readers. 
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The Market Outlook 


Some of the Factors Beneath the Surface of 
Current Events 











[NOTE.—This department deals primarily with investment, not purely speculative 


conditions. 
tending over a year or more. 


HERE is the usual variety of 
opinion among leading men as 
to the effect of the rate decision, 

which, so far as can be roughly calcu- 
lated, gives the roads an advance equal 
to about 3 per cent. on all freight 
hauled in the district affected—that is, 
east of the Mississippi atid north of the 
Ohio. 

President Reynolds, of the Commer- 
cial and Continental Bank of Chica- 
go, says, “It is difficult to estimate the 
great good of this decision. It simply 


‘39g a pulmotor to work on business, 


ig and little.” On the other hand, 
President Loree, of the Delaware & 
Hudson, says, “It will relieve the dis- 
tress of the railroads, as it will fill a 
hole in their earnings, but I do not be- 
lieve that it will give them any addi- 
tional purchasing power. It cannot 
help in financing until the security 
markets improve, and this improve- 
ment depends on business and the 
war.” 

It is true, of course, that in the pres- 
ent depressed state of business this 
3 per cent. increase will not bring 
earnings at once up to a prosperity 
basis. New Haven, for example, will 
gain an amount equal to about one per 
cent. on the stock, on which .017 of one 
per cent. was earned in 1914. New 
York Central will gain still less, be- 
cause of its large coal tonnage—not 
more than % per cent. on the stock; 
but Lake Shore will gain perhaps 1% 
per cent., and of this New York Cen- 
tral will get the benefit through the 
consolidation of these roads. 

Railroad men naturally have large 
ideas about what ought to be earned 
on the stocks of their companies, and 
are inclined to minimize a gain of 1 or 


Expressions of opinion apply to the long movements of prices, often ex- 
Tue Eprrors.] 


2 per cent. But it is obvious that if 
the entire gain from this increase, esti- 
mated at about $30,000,000, were to be 
used by the roads in buying equipment 
and in construction work, it would 
afford a very great stimulus to indus- 
try. All of the money will not be used 
in that way. A part of it will simply 
go to fill the hole, as President Loree 
says. But in view of the urgent need 
of the roads to spend money in so 
many different directions, it cannot be 
doubted that much of this increase will 
find its way before long into the chan- 
nels of industry. 

* ? 

T is characteristic of Wall Street 
*, that, after having awaited this de- 
cision with fond expectation for 
months, traders were disappointed be- 
cause the market did not immediately 
respond to it. The fact that prices did 
not advance has no particular signifi- 
cance. The prices of stocks are always 
engaged in working out an infinitely 
complicated problem and the final 
movement is the resultant of many 
forces. The decision adds something 
to the market’s ability to maintain 
itself or to advance when other condi- 
tions permit. If its effect is not at 
once felt, the force of it is there just 
the same, latent if not visible. 

In a period of active speculation 
there would without doubt have been 
a sharp uplift on sentimental reasons, 
because the Commission has shown 
itself ready to grant the roads an in- 
crease when convinced of the neces- 
sity. The more tolerant attitude of 
the Commission is certainly a matter 
of no mean importance; but it will 
take something more than mere senti- 
ment to lift prices against the incubus 
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of the world-war. If the gain already 
recorded since the reopening of the 
Exchange is fairly well maintained, that 
is perhaps all we are entitled to expect 
for the present. 
* * * 
‘THE most gratifying feature of the 
reopening has been the almost 
entire absence of foreign liquidation. 
Undoubtedly there were some sales, 
through roundabout channels, of se- 
curities held for German account. The 
sharp advance in mark exchange soon 
after the resumption of trading on the 
stock exchange reflected these sales, 
our business with Germany being now 
so small that even small sales of se- 
curities quickly affected the foreign 
exchange rate. But of the flood of 
liquidation which had reared itself like 
a specter before the eyes of stock ex- 
change authorities ever since the 
eventful session of July 30, there was 
no evidence. 

The exchange took an ultra-con- 
servative course in remaining closed as 
long as it did; but in the face of such 
an unprecedented upheaval as the war 
now in progress, it was certainly far 
better to err on the side of conserva- 
tism than to take the chance of any 
risks, no matter how remote. Those 
best in position to know are convinced 
that the stock market situation has 
been very skilfully handled. 

* * * 


THE notable easing of money rates 

is a most encouraging feature. 
December is not as a rule a month 
of low rates; yet prime commercial 
paper is now down to 4% per cent., 
which would equal 3% to 4 per cent. 
for a month when money is normally 
easy, such as January. There can be 
no reasonable doubt that the rate will be 
still lower after the January disburse- 
ments are over. 

We have several times had occasion 
to notice that a 4 per cent. rate for 
commercial paper, followed by ris- 
ing commodity prices, predicts business 
improvement, because it eases up the 
business man’s position from both ends 
at the same time—he can borrow 
money cheaper and he can sell goods 
higher. The action of commodity 
prices since the war has been erratic, 
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as a result of the many new factors in- 
jected into the situation. Bradstreet’s 
index, after advancing violently to 9.85 
August 15, declined to 8.86 November 
1. This was the level of February, 
1914, and was only a little above the 
extreme low of May and June—8.62. 
In other words, nearly the whole of 
the extraordinary advance of August 
had been lost by November. 

On December 1 this commodity av- 
erage had risen again to 9.03. This is 
not as yet a sufficient advance to 
wholly reassure us as to business pros- 
pects. The January 1 figures will be 
out early in that month, and if a fur- 
ther advance is recorded the indication 
of business revival would be pretty 
strong. Reasoning upon general con- 
ditions, it would seem certain that 
commodity prices must advance before 
long, for scarcity of many commodities 
in Europe cannot be far away. 

* * * 

EPORTS from the steel and iron 
trade are taking on a more cheer- 
ful hue, although pig iron still remains 
depressed. It is invariably the case 
that improved activity in the industry 
precedes any advance in the price of pig 
iron, so that fact need occasion no sur- 
rise. Within a few days some harden- 
ing of the iron markets in the North 

has been noted. 

A moderate buying movement start- 
ed late in November. While actual 
business has not as yet shown any 
large increase, the trade is showing a 
lively appreciation of possibilities 
ahead, and the rate decision will act as 


a stimulant. 
. + 


"THE general investment situation 
must be considered strong. What 
worse, in fact, could happen to us than 


has happened already? Capture of 
London by the Germans, perhaps, in re- 
gard to the probability of which each 
will draw his own conclusion ; but aside 
from that apparently rather remote 
possibility, we must have seen the 
worst from the stock market point of 
view. And a market which could not 
only hold its own after such a cata-. 
clysm, but advance sharply immediate- 
ly on the reopening of the exchange, is 
entitled to some respect. 








Essential Statistics Boiled Down 











HE figures below gi eee parisons for the corresponding month (or 
view of the Scud end and industrial | nearest month obtainable) in each of the four 


situation, with the best available com- | preceding years. 





Average PerCent. Per Cent. 

Money Cash to Loans to 

Rate Average Deposits, Deposits, 

Prime Money NewYork New York Bradst’s English 
Commer- Rate Clearing- § Clearing- Index of Index of 
cial Paper European house house Commod- Commod- 

New York. Banks. Banks. Banks. ity Pes. ity Pes. 


December, 1914 4M . i 2,760 
. 2,732 


November, 1914......... i ; ; 
October, 1914 6% . 2,780 
4% ‘ 2,661 

2,721 

2,597 

2,461 


“Affected by new Federal Reserve system. 





Bank Balance of Balance of 
New Securi- Clearings Gold Trade 
ties Listed Bank gs Movements Imps. or 
N. Y. Stock Clearin i —Imports or Exports 
Exchange of U. N. Y. City Exports (000 omitted) 
” omitted) (000 omitted) (000 ny (000 omitted) 
November, 1914... $11,081,716 27 Ex. pA 134 Ex.$79,299 
11,734,975 Ex. 44,407 Ex. 57,305 
895, 6,308,120 Im. 377 Ex. 97,302 
Im. 1,764 Ex.125,149 
Ex. 10,482 Ex. 75,590 
13,631,598 Im. 2,937 Ex. 76,834 





i U. S. 

Circulation Whole- Produc’n Priceof Produc- U. S. St’l 
Per Capita sale of Iron see tion of Cop- Co. Unifill. 
First of Price of (Tons.) Copper per (Ibs.) Tonnage 
Pig Iron. (000 o’td.) (Cents. 5 (Millions. ) (000 o’td.)t 

“a Reports 
discon- 
tinued. | 


14.25 


*November. tLast day of month. 
Net Building Business 
Surplus rations, Failures Crop Conditions. Babson’s 
wenty Total Winter Bond 
Cities. Liabilities. Wheat. Corn. Average. 


December, 1914 nth eaenike oscaaense 88.3 odey 87.1 


N ber, 1914 49 ,181 
ceober, | 131,027 T1038 174 Rot 36 


973 . 90 
14,739, 93.2 $ 
; 15,1 86.6 ; 97 
42,831,459¢ 12,757,597 82.5 . 98.2 


*Shortage. tNovember. October. 





